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THIS MONTH 


S the tide of war rises and falls 

for us, it behooves that those 
who are left in the insurance offices 
of America to study more deeply the 
problems of the business in which we 
are engaged. To that end we urge 
readers to pay particular attention to 
the more than usual serious material 
in this issue of the Journal e It is in- 
teresting to note how others view the 
status of insurance carriers under the 
Federal income tax law and the two 
articles on this subject, both of which 
are reprinted by special permission 
from The Commercial & Financial 
Chronicle, command particular atten- 
tion e John A. Arnold from his great 
fund of practical experience and alert 
observation writes on wartime aspects 
of the insurance industry and puts not 
only much common sense but, here and 
there, a touch of real eloquence into 
his paper e Gordon Davis takes a 
broad view of the work of the ad- 
juster, pointing out ideals which are 
a necessary part of complete insur- 
ance service @ Jottings from various 
conventions and meetings serve to 
round out the routine picture of cur- 


rent news. 


NEXT MONTH 


AR-INDUCED uncertainties are 
beginning to affect editorial rou- 
tines, and contents pages must be 
keyed to exigencies and happenings 
of the moment. But there are articles 
in the making of interest to company 


men, producers and policyholders. 












































W. P. HODGES 


Commissioner of Insurance 
State of North Carolina 


b hae elevation of W. C. Hodges from the post of deputy insurance com- 
missioner of North Carolina to the head of the state insurance depart- 
ment, succeeding the late Dan C. Boney, met with the widespread approval 
of the insurance fraternity. The new commissioner, who has already launched 
the administration of his office with marked success, is a native North Caro- 
linian and a graduate of Wake Forest College. He was admitted to the 


North Carolina bar in 1927 and from 1929 to 1938 was engaged in private 
practice at Raleigh. 






































EDITORIALLY 
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Presumably under ordinary circumstances the _ interest 
in the insurance business of the editors of the authorita- 
tive Commercial and Financial Chronicle of New York 
pretty much revolves around the assaying for the publi- 
cation’s economically astute readers of the relative attrac- 
tiveness of insurance stocks as an investment. But a few 
weeks ago they evidently felt called upon to comment at 
more than usual length upon the current insurance tax 
situation. In an article titled “This Week — Insurance 
Stocks” one of the Chronicle’s analysts discussed what he 
considers to be the very favorable position of insurance 
companies under the Federal Revenue Act of 1942 and 
under previous income tax measures. In a trenchant edi- 
torial in another section of the publication, titled ‘‘The 
New Menace to Insurance,” W. C. Betts comments upon 
the activities of stock insurance lobbyists in attempting to 
promote taxation of the non-profit operations of mutual 
fire insurance and casualty insurance companies in con- 
nection with the 1942 Federal Revenue Act. 


It has been the opinion of the American Mutual Alli- 
ance for many years that stock fire insurance and cas- 
ualty insurance companies have enjoyed very favorable 
treatment under Federal tax laws; the demonstration of 
how this favorable treatment operates in the case of the 
Travelers Insurance Company was a feature of our last 
issue, and other examples will be cited in these pages in 
the future. It never has been the policy of the mutual 
insurance carriers, of course, to attack the stock insurance 
companies. It has been a question of defense or counter- 
attack. But our feeling is that as long as the stock insur- 
ance carriers did see fit to advance misrepresentations in 
the field of Federal taxation it is only proper that their 
“profit” position as compared with their “‘tax’’ position 
should be exposed fully. The public may be expected to 
be interested in the comparisons which can be made. What 
interest the Congress of the United States will take may 
very well be along the lines the writer of the editorial in 
the Commercial and Financial Chronicle thinks probable, 
or may turn upon taxing the stock insurance companies 
to the same extent proportionately as other profit-making 
enterprises are taxed. It is plain that the insurance tax 
question is by no means a settled issue; it is equally plain 
that the owners of insurance stock will not benefit which- 
ever attitude is taken by the Congress. 


With the express permission of the editors of the Com- 
mercial and Financial Chronicle we reprint below the 
article to which reference has been made. The Chronicle 
editorial “‘The New Menace to Insurance” is reprinted 
on page 11, 


“This Week -- Insurance Stocks’’ 


eo ot poo executives of the nation should have 





and probably did, breathe a collective sigh of 

relief when the Revenue Bill of 1942 was finally 
enacted into law. Perhaps they feel very much like 
the old darky who was convicted of horse-stealing and 
was overjoyed to receive a sentence of 50 years instead 
of “life.” In any event, considering some of the propo- 
sals that were made along the way (and of which the 
original Treasury plan was probably the worst), the 
new bill is regarded as almost a model of painless ex- 
traction. Despite the fact that the new taxes are far 
greater than anything we have ever known in this 
country and despite the fact that shell-shocked tax- 
payers died a thousand deaths while the bill was 
being formulated, the ultimate result has been quite 
generally approved. 
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Insurance companies, in particular, again got off 
quite easy. In fact, they could not have fared much 
better if the bill had been drafted by the industry itself 
with an eye to its own individual advantage. Curiously 
enough, most of the eleventh-hour modifications of 
any importance served to lighten the tax burden for 
insurance companies very materially — at least in 
comparison with the various drafts that had previously 
seemed likely of enactment. 


It so happens that the insurance industry has al- 
ways fared unusually well from the standpoint of 
taxes. This has not been a species of favoritism but 
entirely fortuitous because it is governed by the same 
tax laws as apply to other corporations. However, the 
dual nature ot its business has softened the impact of 
many types of taxes while the accounting methods 
peculiar to the insurance business have further served 
to ease the burden for them. It is well, perhaps, that 
this has been so because an insurance company is 
essentially a custodian of other people’s money and 
is entitled to every encouragement in the battle to 
maintain a strong, healthy position. lortunately, the 
insurance business has always received such encour- 
agement both from State and Iederal authorities. 


The primary obligation of an insurance company is 
to its policyholders rather than to stockholders but, 
in serving the interests of the former, the latter have 
also been protected and benefited. Both groups are 
vitally interested in the tax situation as it applies to 
the insurance business. New corporate taxes are doubly 
important to an insurance company because (1) it 
pays direct taxes on its own income, (2) it owns 
securities of many other companies which, in turn, 
are also subject to taxation. ‘Thus the lighter burden 
of direct taxation which insurance companies have en- 
joyed may be regarded as suitable compensation for 
the double or indirect taxation which they, as investors, 
must automatically incur. 


HE easement in certain features of the 1942 Tax 

Bill was, therefore, most gratifying to insurance ex- 
ecutives not only because it will permit them to discharge 
their own tax obligation’s without difficulty but be- 
cause it removes the danger of insolvency from many 
companies in which they have invested. As a matter 
of fact, the health and prosperity of all major indus- 
tries are important to the insurance bysiness. Its income 
and assets necessarily represent a cross-section of all 
business although, fortunately, it is not dependent on 
any single one. Most fire and casualty companies today 
are more widely diversified than ever before in their 
history. 


Back in the *Twenties, the investment field was not 
as broad as it now is and many insurance companies 
had 20 per cent or more of their funds in railroad 
bonds and _ stocks. 


Consequently their depression problems were greatly 
aggravated by the deterioration in these securities. It 
is a tribute to the flexibility and vitality of the insur- 
ance industry that a catastrophe of this kind could be 
taken in stride and the losses absorbed in a few short 
years. Of course, some of the “dead horses” still re- 
main and, surprisingly enough, have come to life again. 


(Continued on next page) 
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The revival of the railroad busi- 
ness, therefore, means a considerably 
larger windfall of salvage for many 
than ever seemed likely. 

‘The change in the capital gains law 
and the relief provisions available to 
companies in debt, not to mention 
the credit allowance on public util- 
ity preferreds, are all important to 
insurance companies. ‘These features 
will permit them to adjust and 
strengthen their assets without seri- 
ous handicap or penalty and many 
of their holdings, which looked well 
nigh hopeless a few weeks back, can 
now be “bailed out” or retained ac- 
cording to whatever course the judg- 
ment of their respective finance com- 
mittees dictate. 


S far as direct taxes are con- 

cerned, most fire imsurance 
companies will probably pay out less 
for 1942 than for 1941. This is due 
to the fact that normal and surtax 
rates apply mainly to underwriting 
profits — and there won't be any 
this year because of the ocean ma- 
rine losses last spring. In cases where 
underwriting was not affected by 
the ocean marine business, larger 
premium writings may result in a 
statutory underwriting “loss” so that 
either way, there will be little to 
tax. Obviously, in view of this sit- 
uation, there will be no liability for 
excess profits taxes. 

‘The casualty companies, according 
to present indications, will have a 
favorable underwriting balance which 
will be subject to all taxes. ‘The 
first six months were extremely prof- 
itable but rate reductions on Auto- 
mobile lines and the increase in in- 
dustrial accidents may cut the over- 
all profit margin for the year to a 
level below 1941. 

The “solid” earnings from invest- 
ment income, for both fire and cas- 
ualty companies, will be largely 
tax-exempt. Dividends received on 
holdings of both preferred and com- 
mon stocks will be almost clear of 
tax. Other investments consist 
largely of tax-exempt Government 
and Municipal Bonds, on the one 
hand, and taxable bonds on the other. 
Inasmuch as operating expenses may 
be charged against taxable income, 
it is safe to say that the tax-exempts 
of most companies will be free from 
the normal tax and, to some extent, 
from the surtax,. 

All in all, the insurance companies 
have very little to worry about in the 
new Tax Bill except in respect to 
the work necessary to prepare their 
reports. That, at least, they have in 
common with all the less favored and 
less gifted corporations of the land. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


SEVEN TONS OF BLUEPRINTS ARE 
REQUIRED IN THE CONSTRUCTION OF 
a large battleship — Forty years ago 
the typhoid death rate was 36 per 
100,000 population; today this has 
been reduced to 2 — A charge of 
$5 per letter was made by the Pony 
xpress when it was inaugurated in 
1860 A pair of army shoes takes 
twice the amount of leather that 
goes into a pair of men’s dress ox- 
fords — Non-fatal accidents involv- 
ing drivers under 18 were twice as 
numerous in 1941 as they were in 
1940 The vision of one out of 
every 20 persons in the United 
States is limited to two of the three 
primary colors — Census figures re- 
veal that the average healthy child 
today has one chance in 150,000 of 
being fatally stricken by infantile 
paralysis — The aluminum required 
to make two coffee pots would pro- 
vide enough material for two large 
incendiary bombs. 


Illinois Cracks Down on Family 
Group Life Policies 


DIRECTOR OF INSURANCE PAUL F. 
JONES ON NOVEMBER 9 CRACKED 
down on companies’ writing family 
group life insurance in a three-page 
bulletin setting forth stringent rules 
and regulations which these com- 
panies are to be required to follow. 

Pertinent in Director Jones’ or- 
der is the fact that all approvals here- 
tofore given to any family group 
policy forms, certificates, riders, en- 
dorsements and application blanks 
not conforming to the provisions of 
the insurance code and to the new 
rules, are summarily withdrawn and 
disapproved for further use after 
December 31st. 

The new rules as promulgated by 
Director Jones after several wecks 
of intense study and review and in- 
vestigation of hundreds of cases, give 
especial consideration to the effect 
of sale of family group life insurance 
policies on the insuring public, the 
advertising and solicitation methods 
employed by these companies, prac- 


tices of companies in settlement of 
claims arising from family group life 
policies, and terminology of policies. 

Paramount in Director Jones’ re- 
cent order is that each person in- 
cluded as an assured member of a 
family group must execute an indi- 
vidual application. Also, ambiguous 
and misleading clauses must be clari- 
fied. Exceptions and benefits for 
which each person in the family 
group is to be covered must also be 
set forth in clear type on the first 
page of the policy. 


“Goals for America’ 


WITHOUT SPONSORING THE RE- 
MARKS ONE WAY OR THE OTHER WE 
suggest that the following imagina- 
tive projection of what the world 
of economics may be in for after 
the war makes for interesting read- 
ing. Stuart Chase has written for 
the Twentieth Century Fund a spe- 
cial report from which the excerpts 
quoted below are summarized. 

Mr. Chase warns that “the task of 
reconversion to peacetime production 
will be a huge one.’: He points out that 
many factories producing purely mili- 
tary goods, such as powder plants, may 
not be needed; that in some lines we 
may have more factories than we shall 
know what to do with; and that chang- 
ing back to peacetime production in 
volves technical problems of the great- 
est intricacy. Summing up these as- 
pects he says, “The net effect of the 
war on American productive capacity, 
however, cannot fail to be staggering.” 

On the question of the proper use 
of this greatly enlarged productive ca- 
pacity, Mr. Chase says, “We in the 
democracies have got to find a perma- 
nent way to full employment, and a way 
to give our citizens a sense of function, 
of belonging to the community. In this 
total war we are achieving both. After 
the war the process must go on.” 

Specifically, Mr. Chase says we must 
provide minimum standards for all our 
citizens in what he calls the “Big live” 
— food, clothing, housing, education and 
health care. These he regards as Goals 
for America, and after making detailed 
estimates of our national needs and our 
productive resources he says, “Our sur 
vey, rough as it is, indicates that all 
elements are available in America to 


meet the standards we have suggested 
— and considerably more.” 

To indicate how well we are equipped 
to provide these minimums, Mr. Chase 
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sunmnarizes actual production figures 
for 1940. He makes the following esti- 
mates of how much additional manpower 
(in terms of 1940 when we had eight 
to nine millions unemployed or on gov- 
ernment work-relief projects) we would 
have needed to produce the minimums 
that year: 

No additional manpower would be 
needed for food. The crop pattern would 
have to be shifted somewhat. 

To provide adequate shelter, perhaps 
2,000,000 workers would be needed for 
a decade or more, building 1,500,000 
units a year. In 1940, 600,000 dwelling 
units were actually constructed. So the 
increase in the labor force would have 
been something over 1,000,000. 

To provide adequate clothing, 250,000 
more workers would be needed on a 
“bare essentials” basis, perhaps 1,000,- 
000 on a “comfort” basis. 

To keep the whole nation healthy 
would provide jobs for some 300,000 
more dentists, doctors, nurses, and per- 
haps as many more for lay personnel in 
hospitals and clinics. Say 600,000 at the 
outside. 

To provide education for all children 
through high school, and to enlarge the 
scope of adult education, might call for 
500,000 more teachers and other work- 
ers in the field of education. 

With full employment, full produc- 
tion and minimum living standards fixed 
as central goals, Mr. Chase surveys the 
probable future roles of government 
and private enterprise. “One of the best 
things the war could do for us,” he 
says, “would be to break down per- 
manently the habit of judging public or 
private enterprise as either all white or 
all black, depending on one’s point of 
view.” 

Mr. Chase foresees great opportuni- 
ties for private enterprise, but warns 
businessmen they must expect a greatly 
changed postwar world. “Every busi- 
nessman in the country should start 
thinking about it now. He should be 
asking himself how he can co-operate 
with other -businessmen to maintain a 
high rate of production — with less 
overtime to be sure — on a high-volume, 
low-price basis, when the war ends... . 
He should be thinking about taking his 
share of responsibility for full employ- 
ment. 

“The trouble with prewar business 
was its lack of responsibility for mak- 
ing the economic system work... . 
The war is showing us what the eco- 
nomic system can do in the way of 
production when everybody takes re- 
sponsibility —- businessmen, working- 
men, government men, professional men, 
housewives, Boy Scouts, everybody. The 
future of American business probably 
turns on holding such an attitude. How 
far this may conflict with earlier theo- 
ries, and with concepts of free enter- 
prise, is a question which businessmen 
must squarely face. 

“We are, I think, heading deeper into 
a mixed economy, where government 
takes the responsibility of over-all plan- 
ning for full employment, but where big 
business, little business, co-operative as- 
sociations, and that vast zone of non- 
profit enterprise churches, clubs, 


foundations, universities and the like — 
all share the field. In such an economy, 
citizens should keep their attention 
fixed on ends to be served, and use 
whatever means seem the best to 
achieve them.” 
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Humphries Named North 


Carolina Deputy Commissioner 


THE VACANCY IN THE OFFICE OF 
DEPUTY INSURANCE COMMISSIONER OF 
North Carolina created several 
months ago when W. P. Hodges was 
advanced to Commissioner of the 
State to succeed the late Dan C. 
Boney has been filled with the ap- 
pointment of W. S. Humphries of 
Asheville to the post. 

Mr. Humphries recently has been 
serving as Director of Publications 
in the office of Secretary of State. 
He is a graduate of the University of 
North Carolina, with B.S. in com- 
merce and LL.I3. degrees. 


Joseph Henry Doyle 


J. H. Doyle, veteran of nation- 
wide legal and legislative activities 
as general counsel of the National 
Board of Fire Underwriters died at 
his summer home in Del Norte, 
Colorado, October 26, 1942. 

He was born in Illinois in 1825 
and early entered on an interesting 
and varied career, first as a station 
agent and telegrapher on the Denver 
and Rio Grande Railway. After some 
ten years, during which he indulged 
a desire for wandering travel and 
reading law at odd moments, he re- 
turned to the East and studied at 
the University of Illinois. 

On being admitted to the bar in 
1910 he shared an office with his 
brother, C. J. Doyle. He became 


special attorney for the Illinois lire 
Marshal’s department for a_ brief 
period and entered the insurance 
business as manager of an agency. 
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Meantime, through the recom- 
mendation of Walter Bennett of the 
N. A. I. A., he had attracted the 
attention of O. B. Ryon, at that time 
general counsel of the National 
Board, and Mr. Doyle was placed 
in Chicago as assistant counsel. Later 
the office was moved to New York 
City and through the years the name 
of J. H. Doyle became the symbol 
of vigorous championship of the stock 
insurance company interests. Con- 
servative in thought and Lincolnian 
in manner, he was a convincing ad- 
vocate before legislative and other 
deliberative bodies — an appreciated 
foe and respected friend. 

Mr. Doyle’s life embraced an era 
of expansion and prosperity in .the 
insurance business, for which much 
credit may be accorded to him. 
Though at times reluctant to go 
along with modern trends, he per- 
formed a distinct service in standing 
against too rapid growth of untried 
ideas and attempts at too drastic 
and summary regulation. His pass- 
ing will be strongly felt in all circles 
of the business. 

Surviving are Mrs. Doyle and four 
sons, all of whom are in the Nation’s 
service — James Glenn being a pri- 
vate in the Army overseas, Robert 
Henry a lieutenant also in the Army, 
William Findley an aviation cadet 
and Richard Neal a petty officer in 
the Navy. 

a a 


U.S. Chamber Reports Hidden 


Insurance Taxes Up 7% 


SPECIAL INSURANCE TAXES, LI- 
CENSES AND FEES COLLECTED BY THE 
forty-eight states and District of 
Columbia for the year 1940 (includ- 
ing fiscal years to August 31, 1941) 
reached the all-time high of $113,- 
812,940, according to the annual sur- 
vey conducted by the Insurance De- 
partment of the Chamber of Com- 
merce of the Urtited States. This 
figure is an increase of 7 per cent 
over the amount collected for 1939, 
and more than 100 per cent greater 
than the corresponding amount for 
the year 1922, when the National 
Chamber published its first analysis 
of special insurance taxes. 

Results of the survey which are 
reproduced in the Chamber's Tax 
Bulletin Number 53 reveal that of 
the $113,812,940 collected in 1940, 
$108,540,109, or 95.37 per cent, was 
used by the states for general reve- 
nue or for purposes other than the 
supervision of insurance companies. 
Only $5,272,831, or 4.63 per cent, 
was reported as spent for the main- 
tenance of the state insurance depart- 
ments and this figure does not in- 
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clude the substantial costs of periodic 
examinations of companies, which 
costs in nearly all of the states are 
paid by such companies as an ex- 
pense item. Out of every one ($1.00) 
dollar of such special taxes collected, 
only 4.63c was devoted to super- 
visory services to policyholders, while 
95.37c was used for other revenue 
purposes. It will be noted in this 
connection, that although the 1940 
collections increased $7,390,629 over 
1939 collections — a sum more than 
sufficient to cover the reported ex- 
pense of the state insurance depart- 
ments — the corresponding increase 
in the cost of such state supervision 
was only $258,584. 

Originally, the Chamber points 
out, state taxation of insurance pre- 
miums was levied only to cover the 
expenses of state regulation of the 
insurance business; but year after 
year, with the exception principally 
of certain depression years, these spe- 
cial insurance taxes, both in kind 
and amount, have tended to increase, 
with ever-widening margins between 
the amounts collected and those 
spent on supervisory service. Dur- 
ing the last ten years the grand total 
amount of special insurance taxes 
collected by the states has approxi- 
mated one billion dollars. But these 
totals do not include levies by coun- 
ties and municipalities in many states 
which permit local governments to 
levy special taxes on insurance; 
neither do they include the substan- 
tial outlays that insurance companies 
must incur in added overhead and 
operating expenses in complying with 
these special tax laws; nor do they 
include federal and state income 
taxes, capital stock taxes, taxes un- 
der the Federal Security Act and 
related state laws, taxes on real es- 
tate and personal property, and such 
other taxes and fees as are common 
to all business generally. 

Morover, the Chamber indicates, 
the 1940 amount does not include re- 
cent substantial increases by sev- 
eral states in premium tax rates, 
which increases will be reflected in 
collections for the year 1941. In- 
creases in the premium tax rates for 
certain classes of carriers have been 
enacted in the states of Oklahoma, 
Maryland, and Texas during the past 
year, 

Although these special insurance 
taxes are levied on insurance com- 
panies and members of the insurance 
industry, the bulletin states, they are 
necessarily reflected in the premium 
rates charged for insurance, like any 
other costs of doing business; and 
therefore must ultimately be paid by 
the “consumer,” which in this case 
is the policyholder. And since the 
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policyholder thus unknowingly pays 
them when he pays his premium, 
they constitute an “invisible” or hid- 
den tax on the premiums paid for 
life insurance, fire insurance, auto- 
mobile insurance, and other types of 
insurance protection. 

The National Chamber, which in 
common with numerous other organi- 
zations, including the National As- 
sociation of Insurance Commission- 
ers, has consistently and continually 
opposed these special levies on in- 
surance, contends that it is obvious 
that the tax levied on insurance pre- 
miums, insofar as this is used for 
general purposes, is discriminatory 
as between the insured and non-in- 
sured. The thrifty individual who de- 
sires to protect himself and his fam- 
ily and to reduce the possibility of 
any of them becoming a public charge 
must bear this extra tax burden in 
addition to all of the other taxes 
which he shares in common with the 
non-policyholder. 


L.M.C. Sponsors Noted 


Radio Commentator 

UPTON CLOSE, NOTED NEWS COM- 
MENTATOR AND AUTHOR, IS CUR- 
rently featured in a weekly broad- 
cast over 56 stations of the Mutual 
Broadcasting System sponsored by 
the Lumbermens Mutual Casualty 
Company of Chicago. The first of 
Mr. Close’s broadcasts, heard each 
Sunday at 5:15 E.W.T., was made 
on November 22nd. 

According to James S. Kemper, 
president of the Lumbermens Mu- 
tual Casualty Company, this coast- 
to-coast program was launched as a 
public service and as a means of 
aiding |_umbermens agents to main- 
tain contact with insureds at a time 
when such contacts fre difficult be- 
cause of manpower shortages and the 
enforced curtailment of travel. 

Mr. Close’s background is consid- 
ered to make him especially suited 
for broadcast and lectures on world 
events. His parents were pioneers in 
the Pacific Northwest. He was born 
in Kelso, Washington, and spent his 
childhood on an Indian Reservation 
along the Columbia River. 

After having graduated from 
George Washington University, 
Close went to China as a U. S. in- 
vestigating officer in Shantung dur- 
ing the Japanese invasion of 1916-19. 
As advisor to Chinese student revo- 
lutionaries in Pekin in 1919 and as 
chief of foreign affairs for the Pekin 
Leader, claimed to be the oldest 
newspaper in the world, Close trav- 
eled extensively in all parts of China, 
Japan, Manchuria and the South 
Seas. 
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J. S. Kemper Named Director 


of Pennsylvania Lumbermens 


JAMES S. KEMPER, PRESIDENT OF 
THE LUMBERMENS MUTUAL CASUALTY 
Company of Chicago, Illinois, was 
elected a director of the Pennsylvania 
l.umbermens Mutual Fire Insurance 
Company of Philadelphia at a meet- 
ing of the organization’s board of 
directors held on October 27. He 
succeeds the late William H. Smith 
of Lexington, Massachusetts. 

Other changes made by the board 
included the election of John Slon- 
aker, Jr., Philadelphia lumber dealer, 
to the post of director; Thomas R. 
Marshall, lumber dealer, to the of- 
fice of second vice-president; and 
Watson Malone, another well-known 
Philadelphia lumber dealer, a mem- 
ber of the finance committee. 


Tenn. Rescinds War Damage 
Countersignature Order 


THE ORDER ISSUED BY INSURANCE 
COMMISSIONER JAMES M. MC COR- 
mack early this summer calling for 
countersignature by resident agents 
of all policies or certificates issued by 
the War Damage Corporation has 
been rescinded. * 

In a circular letter dated October 
30 addressed to all fire companies 
licensed in the state, Commissioner 
McCormack expresses a desire to co- 
operate with the W. D. C. He re- 
lates that since the issuance of his 
original order he has discussed the 
ruling with representatives of the 
War Damage Corporation and mem- 
bers of the executive committee of 
the National Association of Insur- 
ance Commissioners. The letter then 
continues : 

“Tt would now appear that the War 
Damage Corporation does not claim any 
powers other than war emergency pow- 
ers and, further, they state that all 
powers of the War Damage Corpora- 
tion cease with the end of the emer- 
gency. 

“Tt also appears that the War Dam 
age Corporation will not solicit any 
business except through fiduciary agents, 
who are admitted to transact business 
in the state in which the risk is covered 

“Also, it appears that the War Dam 
age Corporation would not allow a non- 
licensed agent of the fiduciary agent to 
originate the risk; therefore, it appears 
that the bona fide resident agents of 
companies properly qualified to trans- 
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act. business in Tennessee, such agents 
holding certificate of authority for the 
fiduciary agents, are the originating 
agents -of the business, which is placed 
through a corporation organized under 
the war emergency. Under such condi- 
tions I believe that, from a practical 
viewpoint if not a technical viewpoint, 
the laws of the state are being complied 
with and we might be in a position of 
harassing unnecessarily the effort of the 
Federal Government to provide war 
damage insurance through the corpora- 
tion by any further insistence that such 
policies or certificates be countersigned 
under state law. 

“It is the desire of the Tennessee In- 
surance Department to cooperate to the 
fullest extent with the War Damage 
Corporation. Therefore, the purpose of 
this letter is to give notice of our final 
decision in the matter and to cancel our 
previous requests for countersignature 
by resident agents of policies or certifi- 
cates of the War Damage Corporation 
issued in this state.” 


Alexander Named 


Pennsylvania Commissioner 


GOVERNOR ARTHUR H. JAMES OF 
PENNSYLVANIA ON NOVEMBER 5 AN- 
nounced that Ralph H. Alexander, 
acting insurance commissioner of the 
state since the death of Col. Matthew 
H. Taggart several months ago, had 
been appointed permanent head of 
the department. Mr. Alexander who 
was deputy commissioner under Col- 
onel Taggart has been in the insur- 
ance business since about 1910. 


ae ey 


National Retailers 


THE NATIONAL RETAILERS MUTUAL 
INSURANCE COMPANY, CHICAGO, HAS 
added two insurance specialists to 
complete the service facilities of the 
organization, James S. Kemper, pres- 
ident of the carrier, has announced. 
Fred C. Thomas to the post of vice- 
president and Roy C. Erickson as 
general adjuster were the advance- 
ments, according to Mr. Kemper. 

In his capacity as vice-president of 
the National Retailers Mr. Thomas 
will specialize in the solution of cov- 
erage problems of large building risks 
and also concern himself with co-or- 
dinating the national facilities of the 
National Retailers. Prior to join- 
ing the Kemper organization in 1925 
Mr. Thomas was assistant superin- 
tendent of rating of the Chicago 
Board of Underwriters. 

Mr. Erickson joins the staff of 
the National Retailers after having 
worked for fourteen years with lead- 
ing Chicago adjustment firms. Not 
only is the new general adjuster an 
expert in auto damage but also has 
had a background of inland marine 
and aircraft hull settlement. This 
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will enable him to not only handle 
losses of the inland marine depart- 
ment but also those on aircraft dam- 
age arising from policies of the Na- 
tional Retailers as a member of the 
Mutual Aircraft Conference. 


Amend Statement Blank for 


Ocean Marine Carriers 

THE EXECUTIVE COMMITTEE OF THE 
NATIONAL ASSOCIATION OF INSUR- 
ance Commissioners announces that 
it has unanimously adopted the fol- 
lowing resolution regarding war risk 
insurance on ocean marine risks. 

“Insurance companies, stock and mu- 
tual, which transact ocean business and 
insure the war hazard on such risks, 
when preparing their statements for the 
year ending December 31, 1942, shall 
modify the description of certain items 
in the association form of annual state- 
ment blank for the year 1942 as follows:” 
Stock and Mutual Fire & Marine Blanks 

Page 2 — Item 13. Change to read: 
“Ocean Marine, Ex. War Risks.” Item 
16. Enter description: “Ocean Marine 
War Risks only.” 

Page 3 — Item 9. Change to read: 
“Ocean Marine, Ex. War Risks.” Item 
12. Enter description: “Ocean Marine 
War Risks only.” 

Page 4 — Item 12. Change to read: 
“Reinsurance recoverable on paid losses 
(except as reported as non-ledger) ex- 
cluding Ocean Marine War Risks.” Item 
12A. Insert this number with descrip- 
tion: “Reinsurance recoverable on paid 
losses (except as reported as non-ledger) 
On Ocean Marine War Risks only.” 

Page 5 — Item 10. Change to read: 
“Ocean Marine, Ex. War Risks.” Item 
13. Enter description: “Ocean Marine 
War Risks only.” 

Page 6 — Item 9. Change to read: 
“Ocean Marine, Ex. War Risks.” Item 
12. Enter description: “Ocean Marine 
War Risks only.” 

Page 9 — Items 9, 22 and 35. Change 
to read: “Ocean Marine, Ex. War 
Risks.” Items 12, 25 and 38. Enter de- 
scription: “Ocean Marine War Risks 
only.” 

Stock Fire & Marine Blank 

Page 7 — Item 28. Change to read: 
“Ocean Marine, Ex. War Risks.” Item 
31. Enter description: “Ocean Marine 
War Risks only.” 

Mutual Fire & Marine Blank 

Page 7 — Item 26. Change to read: 
“Ocean Marine, Ex. War Risks.” Item 
29. Enter description: “Ocean Marine 
War Risks only.” 

The committee also resolved that 
companies which write ocean marine 
business but do not insure the war 
hazard need not make the foregoing 
changes provided they insert a no- 
tice at the foot of one of the pages 
reading somewhat as follows: 

“This company has not insured the 
war risk on any ocean marine business.” 

The committee points out it is 
important for each company to now 
arrange its records to facilitate the 
preparation of its 1942 statement in 
accordance with the resolutions 
adopted. 
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AMA Wartime Insurance 


Conference 


INSURANCE BUYERS FROM FIRMS IN 
ALL TYPES OF INDUSTRIES WILL MEET 
at the American Management Asso- 
ciation’s Wartime Insurance Confer- 
ence, to be held at the Hotel Drake, 
Chicago, on December 8 and 9, to 
discuss insurance problems about 
which executives have shown chief 
concern. Reginald Fleming, Marsh 
& McLennan, Inc., vice-president in 
charge of the Association’s Insur- 
ance Division, has announced that the 
main sessions of the meeting will be 
devoted to discussions of war dam- 
age iMsurance, government contrac- 
tors, plant protection, and the prob- 
lems and future of casualty and fire 
insurance. The subjects were deter- 
mined by questionnairing the Asso- 
ciation’s large membership. 

The four sessions of the Confer- 
ence have been arranged to allow ex- 
haustive treatment of these relatively 
few subjects, mainly in panel and 
question-and-answer discussions, in 
contrast to meetings in the past at 
which a wider variety of subjects 
has been presented. 

* 2 * 


Minnesota Cuts Down on 


Filing Requirements 


IN LINE WITH THE RECENT REC- 
OMMENDATION OF THE EXECUTIVE 
committee of the National Associa- 
tion of Insurance Commissioners that 
special filings now required of insur- 
ance carriers be eliminated during 
the war emergency, Commissioner 
Newell R. Johnson of Minnesota has 
notified fire companies doing business 
in the state of such action by his De- 
partment. : 

“After reviewing the situation,” 
Commissioner Johnson states, “we 
have come to the conclusion that in- 
surance companies will be materially 
assisted during the emergency period 
by the elimination of special sched- 
ules filed for business in the State 
of Minnesota, that is, the special 
schedules on pages 25, 26 and 27 re- 
quired in previous years, Please take 
notice, therefore, that this additional 
schedule will not be required for the 
year 1942 and for the period of the 
duration of the war.” 


+  ) * 
Unlicensed Brokerage Case 
in Pennsylvania 


THE PRACTICE OF SOME AGENTS 
AND COMPANIES OF ACCEPTING BUSI- 
ness from persons acting as brokers 
who do not possess licenses will not 
be tolerated in Pennsylvania, accord- 
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ing to a communication addressed to 
all fire, casualty and surety com- 
panies doing business in the state by 
Insurance Commissioner Ralph H. 
Alexander. The Commissioner states 
that penalties have been exacted re- 
cently and warns that violations of 
the statutes must stop. 


His letter to the carriers follows 
in full: 


“Investigation following a_ specific 
complaint that an individual had been 
acting as broker without license devel- 
oped proof that such was the actual 
fact. Formal hearing was held and all 
parties concerned admitted the fact that 
the individual had forgotten to renew his 
license and yet continued to place busi- 
ness as a broker for a period of more 
than a year and that two agencies and 
two companies, via branch or service 
offices, had accepted his business. 


“Not one of the agents or company 
representatives had referred to the 
Quarterly Bulletins of the Insurance De- 
partment, available at a cost of 50c each 
from the Bureau of Publications, Har- 
risburg, Pennsylvania, nor had any of 
them availed themselves of another 
method of checking licenses, either by 
letter or telephone to the Department’s 
offices in Harrisburg, Philadelphia, or 
Pittsburgh — from any of which offices 
the record of the previous day’s issu- 
ances of licenses is available at all times. 

“The witnesses admitted the facts but 
claimed extenuating circumstances, de- 
nying willful intent to disobey the law. 
In that the previous records of those 
who had dealt with this unlicensed 
broker had been above reproach, the 
Acting Commissioner considered the 
issuance of a severe reprimand us ade- 
quate punishment for all concerned but 
finally decided upon nominal fines of 
$100 each for the following reasons: 


(1) There was such an absolute lack 
of any care upon the part of all con- 
cerned as to indicate that a condition 
of carelessness exists within the insur- 
ance business which is not to be toler- 
ated and which calls for an example be- 
ing made of all who are proven to be 
offenders. 


(2) Proof of this condition in thi 
instance follows many complaints to the 
Department within recent months by 
both agents and forward-looking com- 
pany executives that there does exist in 
the business a widespread disregard of 
license and counter-signature statutes. 

“The Insurance Department urges 
that agents, brokers, branch office man- 
agers, special agents and company ex- 
ecutives take notice of this proceeding 
— of the penalties exacted — and that 
all concerned be aware that further 
carelessness of the type noted in this 
case will result in even more drastic 
penalties.” 


Kansas Mutuals Meet 


HIGHLIGHT OF THE ANNUAL MEET- 
ING OF THE KANSAS STATE ASSOCIA- 
tion of Mutual Insurance Companies 

this year held at the Jayhawk 
Hotel in Topeka on October 28 and 
29 — was the address of Insurance 
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Commissioner Charles F. Hobbs of 
Kansas. The Commissioner, one of 
the oldest state supervisors in point 
of service, indicated the necessity for 
alertness on the part of the companies 
to the many perplexing problems 
with which they are confronted in 
these turbulent times. 


Other speakers appearing on the 
program were Ambrose Kelly, man- 
ager, American Mutual Reinsurance 
Company, Chicago; Fred A. Werbe, 
Kansas State Fire Marshal; William 
S. Balch, president, United Adjust- 
ment Company, Kansas City; Pro- 
fessor Ek. D. Warner, extension de- 
partment of Kansas State College, 
Manhattan; E, I. Talbott, farmers 
Alliance Insurance Company, Mc- 
Pherson; and H. A. Praeger, presi- 
dent, Farmers Mutual Insurance 
Company, Claflin. 

H. A. Praeger was elected presi- 
dent of the organization succeeding 
W. B. Gasche of Topeka. J. O. 
Stromquist, secretary of the Swed- 
ish American Insurance Company of 
Lindsborg was named vice-president 
and H. J. Ferguson of McPherson 
was re-elected secretary. Great Bend 
was chosen as the site for the 1943 
convention. 

® e & 


Lawrence Murray Heads 
Mutual Agents 





LAWRENCE MURRAY OF 
GEORGIA, NEWLY ELECTED PRESIDENT 
of the National Association of Mu- 
tual Insurance Agents, is recognized 
as one of the most successful mutual 
producers in the South and has been 
an active member of the National As- 
sociation since he opened his office 
ten years ago. He was one of the 
early presidents of the Georgia Asso- 
ciation of Mutual Insurance Agents, 
and was reelected to that office for 
a second time this year. 


COLUMBUS, 





October Fire Losses 
Down 27 Per Cent 


FIRE LOSSES IN THE UNITED STATES 
DURING OCTOBER TOTALED $22,621,- 
0OO — a decrease of $8,212,000 or 
27 per cent below the figure reported 
for the same month last year — ac- 
cording to preliminary estimates of 
the National Board of Fire Under- 
writers. The October total, however, 
was $2,188,000 or 11 per cent higher 
than for the preceding month. 


Losses for each month of 1940 and 
1941 and for the first ten months 
of 1942 are shown in the following 
table: 

1940 


1941 1942 








oe $ 36, - 650 $ 26,470,000 $ 35,565,000 
Feb 34.4 0,250 26,102,000 30, 819 000 
Mar. 23788800 31,471,000 30, 505, 000 
Apr. 26,657,190 29,330,000 27 960,000 
May 23,446,590 += 25,637,000 + 23,233,000 
June 19,506,000 24,943,000 22,410,000 
July 20,322,800 23,698,000 21,000,000 
Aug. 20, 722, 100 24,122,000 19,680,000 
Sept. 21,198,000 24,668,000 20,443,000 
Oct. 22,091,140 30,833,000 22,621,000 
Total 

ten 

mos. $254,403,520 $267,274,000 $254,236,000 
Nov. 23,449,000 23,822,000 ......... 
Dec. ZOO SION DIE ovccicccs. 
Total 


12 
mos. $306,469,520 $322,357,000 


Mid -Western Commissioners 
Form New Group 


THE INSURANCE SUPERVISORY AU- 
THORITIES OF TWELVE MIDDLE WEST- 
ern states, it has been announced, 
have banded together and formed a 
Central Conference of Insurance 
Commissioners. The motivating rea- 
sons for the formation of the new 
group were the impending limitations 
on travel and the community of in- 
terest of the included states. 


Comprising the conference are the 
states of Iowa, Missouri, Nebraska, 
Ohio, Kansas, Indiana, Wisconsin, 
Illinois, Minnesota, North Dakota, 
South Dakota and Michigan. 


Insurance Commissioner Charles 
R. Fischer of lowa was named chair- 
man of the group; Superintendent 
Edward L. Scheufler of Missouri 
was elected vice-chairman and Di- 
rector C. C. Fraizer of Nebraska 
was appointed secretary. Officers will 
serve for one year and meetings will 
be held semi-annually. 


It was stated that in no way will 
the group be in contradiction to the 


interests and aim of the National 
Association of Insurance Commis- 
sioners. 
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Charles B. Staats Dies 


MAJOR CIIARLES B. STAATS, PRESI- 
DENT OF THE COAL MERCHANTS MU- 
tual Insurance Company of New 
York, died at his home in Albany, 
on October 27. He was 78 years 
old. In addition to his affiliation with 
the Coal Merchants Mutual, Major 
Staats was also head of the fuel firm 
of E. M. Howell and Co., Inc., at 
the time of his death. 

Major Staats, a veteran of the 
Spanish-American War, was a 
founder and former president of the 
New York State Retail Solid Fuel 
Merchants Association. For years 
he was a director of the National An- 
thracite Association. 


1942 “’Time Saver’’ Now 
Available 


THE 1942 EDITION OF ‘‘TIME 
SAVER,” THE POPULAR BOOK WHICH 
supplies agents with detailed analyses 
and descriptions of commercial acci- 
dent and health policies written by 
leading companies is now off the 
press. 

The book lists all the policies of 
each company, grouped under the 
name of the company, and in addi- 
tion gives the rates for men and 
women of all ages. In this volume 
insurance men have a handy refer- 
ence which gives them an unbiased 
description of all the benefits in- 
cluded in a policy, together with 
what is most important, the limita- 
tions or exclusions of each contract. 

In the “Time Saver” analysis, the 
explanations of the various benefits 
of a policy are reduced to simple lan- 
guage and appear in the book in a 
uniform way. This makes it con- 
venient for agents who need a com- 
parison of the benefits of policies is- 
sued by various companies. 

Rarely are any two accident and 
health policies exactly alike. The 
“Time Saver” method of analysis 
and description indicates or reflects 
the exact wording of the clauses of 
a policy. The book contains about a 
thousand pages, mostly description 
of policies. The “Time Saver” has 
other features such as financial state- 
ments of the accident and health 
writing companies with the amounts 
of premiums, losses, capital, assets, 
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surplus to policyholders for each 
company. 

The book lists all companies writ- 
ing non-cancellable and the amount 
of premiums and losses for that type 
of coverage is specified. Non-can- 
cellable policies are described in full 
with rates for all ages given. The 
book also names the officers, and 
gives the states in which each com- 
pany is licensed to do business. All 
the information in the 1942 “Time 
Saver” is thoroughly indexed for 
convenient and easy reference. The 
book is published annually by the 
National Underwriter Company, 420 
Kast Fourth Street, Cincinnati, Ohio. 
The price of the 1942 edition is $4.00 
a copy. 

s * * 


September Traffic Deaths 
Down Forty Percent 


TRAFFIC FATALITIES IN THE 
UNITED STATES DURING THE MONTH 
of September totaled 2,240 — a re- 
duction of 1,490 or approximately 
40 per cent under the total reported 
for the same month a year ago — 
according to statistics compiled by 
the National Safety Council. Sep- 
tember was the second successive 
month to show a decrease of 40 per 
cent or more. The August reduction 
war 43 per cent. 

The Council points out the fact 
that the September reduction was 
no greater than in August indi- 
cates that larger decreases in travel 
and accidents may not be forth- 
coming until rationing is extended 
throughout the nation. When all 
travel is rationed, it is possible that 
the death toll will be only half what 
it was in the latter months of 1941. 

For the first nine months of this 
year traffic fatalities were down 24 
per cent, resulting in a saving of 
6,610 lives — 21,290 this year against 
27,900 last year. 

Commenting on the 1942 traffic 
accident record the National Safety 
Council states in part: 

“City death reductions have lagged 
considerably behind decreases in rural 
areas so far this year. In August, cities 
cut their death totals 36 per cent, and it 
began to appear that the cities might 
show traffic and accident decreases com- 
parable with those recorded for rural 
areas. In September, however, deaths in 
urban areas decreased only 20 per cent 
from September, 1941, while rural fatal- 
ities were cut in half. 

“Totals for the first nine months of 
the year show urban fatalities down 11 
per cent, while rural fatal accidents were 
cut 31 per cent. 

“Latest gasoline consumption reports 
indicate that motor vehicle travel for 
the first eight months of 1942 was 13 
per cent below 1941 levels. 

“Setting the 13 per cent reduction in 
travel against the 21 per cent drop in 
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fatalities, for the same _ eight-month 
period, a 9 per cent reduction in the 
conventional mileage death rate is in- 
dicated. 

“Accident exposures, however, actu- 
ally have been dropping off somewhat 
more rapidly than the total travel figures 
indicate, since the exposure to two-ve- 
hicle collisions tends to rise or fall as 
the square of the travel trend. 

“The 13 per cent drop in travel indi- 
cates a 17 per cent drop in accident and 
exposure for the first eight months of 
the year. When this reduction is com- 
pared with the 21 per cent drop in fa- 
talities, a net decrease of 5 per cent in 
the ‘exposure’ death rate constitutes a 
measure of the improved quality of traf- 
fic this year.” 

 ) e * 


Kemper Donor of Industrial 
Surgery Fellowships 


A SCHOLARSHIP PROGRAM PROVID- 
ING SPECIALIZED TRAINING IN THE 
industrial surgery field has been set 
up by James S. Kemper, president of 
the Lumbermens Mutual Casualty 
Company, it has been announced. 
Two fellowships, amounting to $2,- 
500 per year per man, have already 
been awarded. 

Making possible an intensive 
three-year training course designed 
to fulfill the requirements of the 
American Board of Surgery, the 
scholarship will be known as_ the 
James S. Kemper Fellowship in In- 
dustrial Surgery. Kemper Fellows 
will attend Northwestern Universi- 
ty’s medical school in Chicago, and 
the new division made possible by 
the endowment will be under the di- 
rection of the surgical division. 

“By setting up this program of in- 
dustrial surgical training, we have 
taken the initial step in answer to 
one of the industry’s most press- 
ing needs,” Mr. Kemper stated. 
“Through this development, the 
traumatic or industrial injury side 
of surgery can be emphasized. Of 
course, the student surgeon will be 
given training ef an organic nature 
as well.” ' 

Dr. William A. Larmon, Detroit, 
and Doctor John Henderson, Uni- 
versity of Michigan, were the recipi- 
ents of the first two fellowships. 
Amounting to $2,500, each fellow- 
ship will provide the student with 
$1,500 while completing the train- 
ing, and $1,000 to maintain the neces- 
sary laboratories and equipment in- 
cident to his studies. 

“Although the creation of these 
fellowships represents a very neces- 
sary subsidy,” Mr. Kemper com- 
mented, “the field is too great to be 
underwritten by a single organiza- 
tion. We hope that not only indus- 
try, but other insurance companies 
as well, will see their way clear to 
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offer similar grants.” 

Including pathology and general 
medical research, students in indus- 
trial surgery at the medical school 
will receive instructions from lead- 
ing specialists in traumatic surgery, 
neuro-surgery, hand, orthopedic and 
general surgery. Designed to equip 
surgeons with specialized ability to 
cope with industrial accident cases, 
practically all of the work will be 
approached from the traumatic 
standpoint, in order to improve the 
doctor’s ability in handling opera- 
tions made necessary through indus- 
trial injury rather than organic 
causes, 

* * & 


New Life Insurance Down 


20.2% in October 


NEW PAID-FOR LIFE INSURANCE FOR 
OCTOBER SHOWED A DECREASE OF 20.2 
per cent as against October of last 
year, according to a report recently 
forwarded to the United States De- 
partment of Commerce by the Asso- 
ciation of Life Insurance Presidents. 
The amount for the first ten months 
of this year was 1.4 per cent less than 
for the corresponding period of 1941. 

The report aggregates the new 


paid-for business — not including 
revivals, increases or dividend addi- 
tions — of 39 United States com- 


panies having 81 per cent of the total 
life insurance outstanding in all 
United States legal reserve com- 
companies. 

For October the new business of 
the 39 companies was $582,688,000 
against $730,327,000 during October 
last year—a decrease of 20.2 per cent. 
New ordinary insurance amounted to 
$368,867,000 against $507,145,000 - 
a decrease of 27.3 per cent. Indus- 
trial insurance was $135,727,000 
against $148,388,000 — a decrease 
of 8.5 per cent. Group insurance was 
$78,094,000 against $74,974,000 — 
an increase of 4.4 per cent. 

* * * 


Safety Leaders Hold War 


Congress 

THE 3lsT NATIONAL SAFETY CON- 
GRESS HELD IN CHICAGO OCTOBER 27- 
29 — this year stripped of all but 
the most essential services at- 
tracted the largest registration in 
history. 

The Congress was devoted to one 
theme — “Save Manpower for War- 
power.” The 500 program partici- 
pants dwelt on this theme through- 
out the 175 Congress sessions. 

Because of gasoline and tire ra- 
tioning it had been predicted that 
traffic men would be indifferent to 
the traffic accident problem but to 
the surprise of everyone there was 
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reeled off the most intensive, in- 
formative traffic program ever pre- 
sented at a Congress — a program 
presented and absorbed by earnest 
men, who realize that today all traf- 
fic is vital traffic and must go 
through. .~ 

The vital, critical need to stop 
accidents on the home front was 
brought home dramatically and force- 
fully at the annual congress banquet 
by Rear Admiral W. H. P. Blandy. 
Admiral Blandy recently returned 
from the Pacific batile area, was re- 
membering the desperate need of the 


men there for equipment — enough 
and on time — when he said: 

“It is the job of every American to 
stop accidents — and stop them now! 


Stop them before they take the lives 
or sap the usefulness of additional thou- 
sands of skilled workers we need so 
badly to back up our men in the fleet 
and at the front. 

“Stop these accidents on the home 
front before they cost the lives of thou- 
sands of America’s fighting men through 
loss and delay. Our men will not un- 
derstand any excuses or alibis if the 
planes and guns and ships are not ready 
when they are needed.” 

Colonel John Stilwell, president of 
the National Safety Council, in his 
opening address to the congress 
stated: 

“Today we are at grips with the 
most powerful and unscrupulous com- 
bination of enemies we have ever faced. 
We must smash them or by them be 
smashed. 

“In this dynamic present our past 
shall stand us in good stead, for the 
nation has laid at our door a job we 
dare not fail to do. We must cut our 
accident rates, our loss of productive 
manpower and womanpower, and we 
must do it now. We must do it unmis- 
takably, with such clean-cut results that 
we shall deserve beyond question the 
support and cooperation we are asking. 

“You know the trend of accident rates 
for 1942. ‘True, the traffic death toll is 
going down — and incidentally in exact 
mathematical proportiOn to the reduc- 
tion in traffic volume. Despite this drop, 
acute problems confront us in the traf- 
fic field, particularly in war production 
areas, where housing and highway con- 
struction have not kept pace with the 
enormously increased population of 
these areas. Intensified accident pre- 
vention work by local police and high- 
way officials, aided materially by Na- 
tional Safety Council consultants, has 
kept us from having worse experience. 

“Accident prevention is a profession, 
we are its practitioners. Ours is the 
responsibility, and we dare not think of 
failure. We face the bald fact that, un- 
less we can prevent them, industrial 
accidents alone will this year disable 
160,000 more workers than were hurt 
in 1941. Such losses are aid and com- 
fort to the enemy which we cannot af- 
ford to give him. They are treason. 
They are sabotage. 

“One of the chief destroyers of our 
manpower is that step-child of indus- 
trial accidents — the off-the-job acci- 
dent. The off-the-job accident kills 
more workers by far than all the haz- 
ards of industry. Even the worker’s 





care exacts a greater toll in life and 
limb than does his shop machine. Be- 
cause an employe is just as surely lost 
to his job if he is hurt on the street or 
at the doubtful security of his fireside, 
the employers of the nation must see 
their responsibility for the off-the-job 
accident —- and it will be one of our 
jobs to get them to see it.” 

Colonel Stilwell, vice-president of 
the Consolidated Edison Company of 
New York, Incorporated — _ long- 
time leader in accident prevention — 
was elected to his fourth term as 
president of the Council. Ned H. 
Dearborn was re-elected executive 
vice-president, managing director 
and secretary, a position he has filled 
since the retirement of W. H. Came- 
ron in July of this year. An impor- 
tant addition to the executive com- 
mittee of the Council was the election 
of W. Dean Keefer, second vice- 
president of the Lumbermens Mutual 
Casualty Company of Chicago. 
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American Mutual Veteran 
Dies 

ABBOTT SANFORD COAN, 73, VET- 
ERAN EMPLOYE OF THE AMERICAN 
Mutual Liability Insurance Company 
of Boston, died at his home in Mel- 
rose, Mass., November 13, 1942, fol- 
lowing a prolonged illness. Born in 
Exeter, Maine, October 30, 1869, 
Mr. Coan attended business college 
in Portland and for several years 
was connected with the American 
Express Company in Bangor. He 
came to Boston 47 years ago enter- 
ing the employ of the Boston Ele- 
vated Railway Company where he 
remained for twenty years. He has 
been employed by the American Mu- 
tual Liability Insurance Company 
and its associate company, American 
Policyholders’ Insurance Company, 
for the past twenty-seven years. 

In 1935 he was appointed General 
Claim Manager for the American 
Policyholders’ Insurance Company, 
which position he retained until his 
death. 

e * 6 


Liberty Mutual Man Heads 
New York Claims Assn. 


JAMES S. DRAPER, NEW YORK 
Claims Manager of the Liberty Mu- 
tual Insurance Company, was nomi- 
nated president of the New York 
Claims Association at the organiza- 
tion’s business meeting held at the 
Hotel Roosevelt on October 22, 1942. 
This association is composed of 58 
of the leading stock, mutual and self- 
insured companies with offices in 
New York City. Mr. Draper has 
been 2nd vice-president for the past 
two years, becoming known for his 
leadership in the association. 
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The New Menace to Insurance 


By W. C. BETTS 
Reprinted by Special Permission from the 
Commercial and Financial Chronicle 


HERE is one aspect of the in- 

surance business which has not 

received the attention which it 
merits. It concerns principally the 
Fire, and Casualty Insurance Com- 
panies, and springs primarily from 
the rivalry which, for many years, 
has existed between the capital stock 
organizations and those formed on 
the so-called mutual plan. It is head- 
ing for a point where it may become 
a serious menace to the interests of 
investors in insurance stocks, to say 
nothing of other groups. 

For many years, this rivalry has 
varied in intensity. For the last 50 
years, it has borne the shape of verbal 
attacks by the capital stock com- 
panies. The mutual organizations 
have parried with retorts mostly in- 
nocuous, and with great inroads into 
the income of the stock companies. 
These, in turn, have now taken meas- 
ures leading to a situation serious 
enough to cause concern. 

A better understanding of what is 
involved will come from a glimpse at 
the history of fire insurance in this 
country. The pioneers in this busi- 
ness provided insurance against loss 
by fire through funds set up by the 
policyholders, out of which the luck- 
less ones .were indemnified. The 
funds were administered by the pol- 
icyholders, associated as “contribu- 
tionships:’ In part, depletion of 
these funds was guarded against by 
the creation of volunteer fire com- 
panies: on the outbreak of a fire, 
they hastened helter-skelter, with 
hose, pumps and fire buckets, intent 
upon extinction — provided, how- 
ever, the flames menaced premises 
insured in the particular societies 
with which the groups of volunteer 
firemen severally were affiliated. 

In order that these doughty fire- 
fighters should not run the risk of 
helping a brigade employed by a 
rival society, each contributionship 
attached metal identification plates to 
the facades of buildings protected by 
its policies. The result was that each 
alarm of fire caused a scamper of 
many fire-brigades to the point men- 
aced, and, as soon as the name-plate 
on the burning building had estab- 
lished the identity of the insuring 
company involved, all equipment 
promptly was withdrawn from the 
scene of fire, save that belonging to 
the society whose name-plate was in 
danger of scorching. 

Despite the fact that these con- 


tributionships ran on a mutual prin- 
ciple, of sorts, and practised non- 
profit benevolence, their senseless 
rivalries waxed ever more unfriendly, 
to the point of reciprocal gloating 
over the misfortunes of rivals. Odd- 
ly enough, these tense animosities, 
which often led to fisticuffs, attained 
their fullest development in the City 
of Brotherly Love. All this silliness 
and shortsightedness finally had_ to 
be cured, so joint-stock companies 
were started, benevolently to put out 
anybody’s fire; that is, even fires 
originating on premises not covered 
by any insurance. While the sub- 
scribers to these capitalistic ventures 
must have been incensed by the selfish 
and shortsighted behavior of the mu- 
tual contributionships, they doubt- 
less also foresaw that money was 
to be made out of their protective 
enterprises, 

In time, most of the original con- 
tributionships died off, and the sur- 
vivors today can be counted on one 
hand. The capitalistic fire-fighters 
shifted the cost of buying pumps, 
their use, and maintenance, to the 
taxpayers, and concentrated their ef- 
forts on keeping the fire funds in 
shape to pay salaries and other ex- 
penses, claims, a little something on 
the hire of capital, and to provide 
for a rainy day, or rather an espe- 
cially hot one. At the start, the 
eleemosynary intent of the original 
capital stock companies may have 
been great, but it dwindled when the 
field was invaded by rivals aware 
that benevolence for profit alone 
seemed adequately effective. 

There followed long years of in- 
tensive development and growth by 
capital stock companies. In the main, 
they prospered to such a degree that, 
lured by the seemingly easy winnings, 
greater numbers steadily entered the 
field. Few attained any permanent 
success. The graveyard in which the 
failures lie buried, accommodated 
scores of hapless companies, whose 
obituaries confirm the belief that 
when the business of fire insurance 
succeeds, it is good indeed ; but when 
it goes awry, it can be devastating. 

s ee. h6©° 
© the latter part of this era be- 
longs the internecine warfare be- 
tween capital stock companies, when 
raids on premium income, and rate- 
cutting grew exuberantly. The con- 
sequent inability to carry out obliga- 
tions assumed, by large numbers of 
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companies, led to more and more 
government control and more strin- 
gent regulations. The stalwart, well- 
buttressed companies survived, and, 
to protect themselves against con- 
tinued inroads, they strengthened 
their trade position by standardiza- 
tion (first approved by the public 
authorities) of their policy contracts, 
and then by selling these contracts 
to the public at uniform prices and 
rates. Of inestimable value, in this 
restriction of competition, was a de- 
cision of the Supreme Court of the 
United States, reached in 1868, in 
Paui v. Virginia, that “issuing a pol- 
icy of insurance is not a transaction 
of commerce” and that transactions 
of insurance “do not constitute a 
part of commerce between States.” 

To this era, too, belongs that con- 
cept of underwriters that risks, how- 
ever undesirable, might be insured if 
only the premium charged was sup- 
posedly “high” enough. One effect 
of this assumption was to make out- 
breaks of fire far too frequent. And 
the corallary was that, for many an 
industry, the average cost of fire in- 
surance became prohibitive because, 
statistically, the good risks in an in- 
dustry, were grouped with the bad 
ones, so that the same basic rate was 
applied to all risks in that industry, 
good and bad. 

More and more, those who kept 
their premises in good repair and 
condition, and did all possible to 
avoid fire, grumbled about the high 
cost of their insurance, the result 
of bad underwriting principles. To 
their clamor that their good risks 
were profitable, the answer was: 
“Your risks may be good, of a kind, 
but they belong to a poor class — 
we'll show you the figures.” There 
is evidence, hitherto not seriously 
disputed, that if, statistically, the loss 
record of a particular industrial or 
commercial class was too good to 
justify the continuance of a high av- 
erage basic premium, the powers- 
that-be would worsen the statistical 
record of that class by including with 
it types of risks known to be dis- 
tinctly inferior. For instance, the fire 
hazards of the wholesale stationery 
business were actually grouped 
statistically with those of the busi- 
ness called euphemistically “‘ladies’ 
boarding houses,” risks notoriously 
poor. Out of such questionable prac- 
tices, and others, there developed an 
ever-growing body of aggrieved and 
provoked buyers of insurance. 

The provocation was such that it 
caused sundry industrial groups .to 
embark in underwriting of their own, 
on the mutual principle. They went 
back a century to the basic ideas, 
whose abuse and debasement had 
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given the impulse to the start of 
capital stock insurance. History was 
working in reverse: the former chas- 
tisers were now to be chastened; 
for the same reason, selfishness and 
short-sightedness. 


The new movement grew steadily 
in scope and power, particularly in 
the strongly industrial states of New 
England. The New England Factory 
Mutuals, as the group was soon 
called, amateurs as they were, turned 
out to be excellent underwriters, bet- 
ter in fact than the professionals 
whose obtuseness had brought them 
into being. They prospered, probably 
beyond their own expectations. It 
is not too much to say that, in the 
main, they did so by wedding su- 
perior engineering to clever under- 
writing. They thereby reduced the 
incidence of fire, and consequently 
the cost of their own insurance, far 
below any point that had ever been 
experienced in the classes of prop- 
erty comprised in the scope of their 
operations. As they thrived, their 
ideas spread to ever new fields, with 
fresh successes 


The capital stock companies were 
slow to change their habits, to copy 
the new methods. For a long time, 
they looked at the newcomers with 
disdain, and issued dire warnings 
regarding their probable fate. But 
louder and louder, nation-wide, rose 
the cries of alarm from the agents 
and fieldmen of the capital stock com- 
panies. And, as said above, more 
loudly, if not more effectively, rose 
the vocal antagonism directed against 
the Mutuals. 


T is not opportune, now, to go 

into the history of this con- 
troversy. In brief, it may be said 
that it has been neither edifying nor 
profitable. For long years, its. am- 
munition has been distributed to, and 
fired off by the stock companies’ 
field-men. These incidental duties 
have been ill-directed, too often char- 
acterized by ineptitude, and have ac- 
complished nothing so much as fur- 
nishing the attacked Mutuals with 
material on which to base effective 
counter-arguments. 


A few years ago, this scattered fire 
against the Mutuals was _ supple- 
mented by a special pooled effort of 
the stock fire insurance companies. 
At a cost of several hundred thou- 
sand dollars, they set out to convey 
to the millions who read the enter- 
tainment weeklies, that as, if, and 
when they were in the market for 
insurance, they should buy it from 
capital stock companies, rather than 
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elsewhere. If one may judge by the 
statistics of the ever-swelling income 
of the Mutuals, the hebdomadal pur- 
veyors of fiction did not carry the 
message across to their readers. Per- 
haps the message was too subtle, or 
too tenuous, for the grasp of the 
readers. Or perhaps the Life Insur- 
ance companies, which have some 
60,000,000 policies in force, mostly 
headed “Mutual Company” and also 
use the same vehicles of publicity, 
interfered with that heavy-footed 
propaganda. 

At any rate, recently recourse was 
had to a new weapon, one which 
would certainly strike our readers, 
more conversant with fact than fic- 
tion, as being a most dangerous one 
to use. The capital stock companies, 
how and by whom need not now be 
scrutinized, stirred up officialdom in 
Washington, and certain Senators, 
into making a proposal that the Mu- 
tual companies, hitherto exempt, 
henceforth should be made to pay a 
Federal tax on the income derived 
from their operations, said to be 
non-profit making. 


Nothing more need be said, at 
present, about this proposed legis- 
lation save that the repercussions 
have already been startling. Hitting 
back, the Mutuals have affirmed, as 
a mere starter, that the capital stock 
companies are actuated by a desire to 
raise the cost of doing business on 
the mutual plan, hoping thereby to 
stiffen all premium rates. They point 
out, too, that the stock companies, 
paying only about 1 per cent Federal 
income tax, despite grossly expensive 
management, have paid handsome 
dividends, stock and cash, out of 
their earnings. They have gone fur- 
ther; they have affirmed that two 
named companies, writing casualty 
lines extensively have evaded the 
payment of Federal taxation, except 
a dribble of the amount rightly pay- 
able; and that as to one company, 
this evasion resulted in the loss of 
several million dollars a year to the 
Government. The inference behind 
this accusation is plain — the pres- 
ent form of supervision should have 
been able to discover such goings-on, 
but didn’t! The matter, we feel sure, 
will not be allowed to rest there. 


Now, it is but a short time ago 
that the Life Insurance companies 
underwent an extended investigation 
by a fact-finding commission, charged 
with the duty of determining whether 
or not the companies were an eco- 
nomic menace by reason of the power 
inherent in the vast funds held by 
them as trustees. It was clear to 
anyone who followed the proceedings 





of this commission closely, that be- 
hind its mask, the probing was meant 
to reveal evidence which would jus- 
tify the placing of the Life companies 
under Federal supervision. 


The furtherance of this design was 
masterfully blocked. Its instigators 
made one fatal error: they left out 
of account the existence and influ- 
ence of some 30,000,000 satisfied pol- 
icyholders, solely intent on protect- 
ing themselves and their dependents 
against the hardships of their declin- 
ing years, or the tragedy of their 
last one. The commission’s work 
ended in an unmitigated fiasco. 


The stock casualty companies, and 
their running-mates, the fire com- 
panies, have no such bodyguard as 
30,000,000 satisfied policyholders 
ready to pounce on evil lawmakers, 
in defense of their sacred interests. 
And if they become the objects of a 
searching commission, bent on prov- 
ing that they need the supervision of 
a permanent Federal body, it may 
go hard with them. Certainly, hard 
enough to make them wish that they 
had never carried a relatively unim- 
portant dispute to the fountain-head 
of headaches. If it be not too late to 
do so, a serious attempt should be 
made by both parties to the dispute 
to bury their hatchets, and to head 
off the consequences of someone’s 
consummate blundering. 


William Treimer 
Heads lowa Mutuals 


WILLIAM TREIMER, SECRETARY OF 
THE O’BRION COUNTY MUTUAL OF 
Hartley, Iowa, was named to head the 
Iowa Association of Mutual Insur- 
ance Associations for the coming 
year, succeeding D. G. Paxon of Al- 
gona. This action was taken at the 
close of the organization’s 62nd an- 
nual meeting held in Des Moines on 
November 18 and 19. C. Fred Mor- 
gan, president of the Square Deal 
Insurance Company of Des Moines 
was elevated to the vice-presidency 
of the group and Harry L. Gross of 
Des Moines was re-elected secretary. 








Speakers at the two-day meet in- 
cluded H. L. Kennicott, secretary 
National Retailers Mutual Ins. Co., 
Chicago, who discussed war damage 
insurance ; Harry P. Cooper, Jr., as- 
sistant secretary, National Associa- 
tion of Mutual Insurance Companies, 
Indianapolis, who reviewed the mu- 
tual insurance agents role in wartime 
conservation; and Harry L. Gross 
who stressed the part agents must 
play in convincing the public of the 
necessity of war damage insurance. 











JouRNAL oF AMERICAN INSURANCE 


PINK DISCUSSES MEDICAL AND 
HOSPITAL PLANS 


UPERINTENDENT of Insur- 
ance Louis H. Pink of New 


York, in an address before the Long 
Island College of Medicine on Nov- 
ember 6, told of the rapid growth 
of non-profit hospital plans in the 
United States and called attention to 
the equal need for adequate medi- 
cal service for those earning low in- 
comes. His statement to the college 
follows : 


“There are some seventy non- 
profit hospital plans in the United 
States with over ten million mem- 
bers. None of them has been in 
existence more than a few years and 
the progress which they have made 
has been phenomenal. 

“There is equal need for adequate 
medical service for those earning low 
incomes in this country. From the 
preventive standpoint, there is per- 
haps even greater need for the med- 
ical plan. The tremendous loss to 
society which occurs because so many 
of our working people are unable to 
afford proper medical attention is 
one of the greater problems before 
the country. It is particularly ob- 
vious now because of the war effort 
and the necessity for conserving 
health and man-power. It is equally 
important in peace time, only the 
accentuation is lacking. 

“The law, authorizing the organi- 
zation of medical plans in this State, 
became effective June 15, 1939. 
Seven medical plans have received 
licenses and four of them have been 
in existence for more than a year. 
Only two of them have issued more 
than a thousand contracts; both of 
these are upstate. None of the plans 
in New York City has succeeded in 
making more than a poor start. Both 
of the upstate medical plans are man- 
aged by the same people who run the 
hospital plans. Despite the fact that 
they have the advantage of experi- 
enced personnel and all of the knowl- 
edge gained in the operation of the 
hospital plans, the growth of the 
medical plans has been much slower. 
At the end of twenty-nine months, 
the Utica Hospital plan had obtained 
twenty thousand subscribers, but the 
medical plan under the same man- 
agement, at the end of twenty-nine 
months, had only seven thousand 
members. 

“There are some obvious reasons 
for the failure of the medical plan 
to develop and succeed. First of all, 
it is more costly. Complete medical 


service is about three times as ex- 
pensive as hospital service. The 
medical plan requires far greater 
salesmanship. The public is ready to 
absorb the hospital plan and recog- 
nizes the need. It apparently regards 
the comprehensive medical plan as 
more of a luxury. At least, there is 
no effective demand, excepting pos- 
sibly for surgical coverage, and there 
is more sales resistance. People of 
moderate means know that if they 
have to go to the hospital, it is go- 
ing to cost considerable money and 
it would be difficult for them to pay 
it. They convince themselves that 
possibly they will not need the doc- 
tor at all and that if they do, one or 
two visits may be sufficient. 

“While those who are interested 
in the public health have been urg- 
ing preventive medicine for many 
years, the people do not as yet real- 
ize the necessity for it and it is plain 
that a great deal of educational work 
will have to be done. 

“Then, too, the medical fraternity 
is somewhat at fault. While some 
physicians have spent a great deal 
of energy and have given unselfishly 
of their time in promoting these en- 
terprises, the great body of phsycians 
does not as yet appreciate the fact 
that the problem is not an academic 
one. Little real interest. has been 
shown, at least as evidenced by 
works. Some of the plans have had 
verbal support but the time, energy, 
business acumen, and money, which 
are necessary to put a plan across, 
have not been forthcoming. Doctors 
frequently seem to be on the defen- 
sive when medical care insurance is 
discussed. They apparently feel that 
because they have made such a sub- 
stantial investment in education and 
training, the traditional methods of 
private practice should not be inter- 
fered with. 

“Tt is true that the physician gives 
more of his time for the care of the 
poor and needy without compensa- 
tion than does any other profession. 
Yet it is said that one-half of the 
nation does not receive proper medi- 
cal service. Some means must be 
found for providing it. 

“In addition to the general trend 
towards cooperative and state medi- 
cine, there will be a strong addi- 
tional urge when the war is over. 
There are approximately 176,000 
physicians in the United States ; 80,- 
000 of these, about one-half, are less 
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than forty-five years of age and may 
be drafted into the armed forces. It 
is said that already one-third of 
the medical men in the country are 
in the service. The number of physi- 
cians, dentists and nurses in the serv- 
ice will undoubtedly be greatly in- 
creased. All of these services are 
being constantly expanded. At the 
end of the conflict, these physicians, 
dentists and nurses will come home 
and many of them will find it difficult 
to fit into the ordinary pattern again. 
There will be a strong urge to pro- 
vide employment and the logical 
place will be to expand medical, 
dental and nursing service for that 
half of our population which at the 
present time is unable to pay for 
adequate care. 


“Tf the medical profession does not 
solve the problem through some co- 
operative effort, it will be met by 
government. There are many public 
officials who are thinking about it 
and making suggestions for legisla- 
tion, both at Washington and in the 
states. This is a challenge to medi- 
cal men to lead and find a way. If 
they do not respond the procession 
will pass and they will have to fol- 
low along in the rear.” 








Celina Mutual Reinsures 


Affiliated Stock Mate 


THE CELINA MUTUAL CASUALTY 
COMPANY OF CELINA, OHIO, IT HAS 
been announced, is reinsuring all of 


the business of its affiliated stock 
company running mate — the Mer- 
cer Casualty Company — and is 


also taking over its assets and lia- 
bilities with the exception of $580,- 
000 capital and surplus. The Mercer 
Casualty is being placed on an inac- 
tive basis. 

E. J. Brookhart, secretary of both 
carriers, stated the step was taken 
because of the*help situation, the 
terrific increase in expenses and the 
need for economy up and down the 
line. 


Permission was secured from the 
Ohio Insurance Department for Ce- 
lina Mutual to buy all the outstand- 
ing stock of Mercer Casualty and 
Superintendent Lloyd of Ohio ap- 
proved a reinsurance contract where- 
under Celina Mutual took over all 
the liabilities of Mercer Casualty, 
present and future, 100 per cent. 
Mercer Casualty will accept no busi- 
ness after December 15. When the 
consolidation is completed, Celina 
Mutual Casualty will have assets of 
about $1,900,000 and surplus of 
about $500,000. 
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Illinois Department Has 
New Chief Examiner 


APPOINTMENT OF MARTIN E. HOL- 
OHAN AS CHIEF EXAMINER OF THE 
company examination branch of the 
Illinois Department of Insurance has 
been announced by Director Paul F. 
Jones. Mr. Holohan, whose home is 
in Chicago, succeeds Lorenz ©. Jost 
who resigned as of November 1. Mr. 
Jost, who was appointed to the office 
by former Director Ernest Palmer, 
is visiting with relatives in Minneap- 
olis and is expected to announce his 
future plans from there in a few days. 

Mr. Holohan is a former Chicago 
newspaper executive, later associated 
with Col. Guy T. Viskniskki in re- 
organizing the operations of leading 
metropolitan dailies. Currently, he 
has been connected with the small 
loan division of the State Insurance 
Department, being in charge of that 
division’s reorganization activities. 


Texas Revises War 
Department Rating Plan 


J. P. GIBBS, CASUALTY INSURANCE 
COMMISSIONER OF TEXAS, IN A LET- 
ter dated October 28 addressed to 
all insurance carriers license to trans- 
act automobile, workmen’s compen- 
sation and other forms of liability 
insurance in the state, gives tiotice 
that the Board of Insurance Com- 
missioners has revised the War De- 
partment insurance rating plan, here- 
tofore prescribed for use in Texas 
in the following particulars: 

“1. Name of rating plan is amended 
to read ‘War Projects Insurance Rat- 
ing Plan.’ 

“2. The War Projects Insurance Rat- 
ing Plan is an extension of the War 
Department Emergency Insurance Rat- 
ing Plan heretofore prescribed by this 
department, and this extension is hereby 
made available to and approved for the 
War Department, the Navy Department, 
the Maritime Commission, and the Fed- 
eral Public Housing Authority, and 
this extension may be available to and 
approved for other agencies of the Fed- 
eral Government after request for use 
has been made to the Casualty Insur- 
ance Commissioner and approval given 
for use of the plan for war projects 
only where the cost of insurance is a 
direct item of expense to such govern- 
mental agency by reason of the con- 
tract reimbursement agreement on the 
following bases: 

(a) Cost-plus-a-fixed-fee contracts. 

(b) True cost contracts. 

(c) Lump sum contracts—only when 
acting as sub-contractors under a cost- 
plus-a-fixed-fee prime contract. 

(d) Price-minus contracts. 

(e) Architect - Engineer Construction 
Management Service Contracts — only 
when Architect-Engineer-Manager, who 
is the prime cost-plus-a-fixed-fee con- 
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tractor, and all subcontracts and direct 
contracts with the Government in con- 
nection with the project under the 
Architect-Engineer-Manager contract 
written on an ex-insurance basis. Ap- 
proved endorsements for such contracts 
are attached. 


“3. Coverages*to Which Plan is Ap- 
plicable: — Workmen’s Compensation 
Insurance, Employers’ Liability Insur- 
ance, Automobile Bodily Injury Liabil- 
ity and Automobile Property Damage 
Liability Insurance, and General Lia- 
bility Insurance. 


“4. Effective Date — October 2, 
1942.” 

Also included are three endorse- 
ments which are to be used when 
several persons or corporations are to 
be included as named insureds in 
connection with workmen’s compen- 
sation, public liability and automo- 
bile policies written under the war 
projects insurance rating plan. 


SEUA Atlanta Indictment 
Comes As Surprise 


VOTING OF AN INDICTMENT CHARG- 
ING CONSPIRACY TO VIOLATE THE 
Sherman Anti-Trust Act on the part 
of the Southeastern Underwriters 
Association, a number of its officers, 
and the stock fire insurance com- 
panies making up its membership — 
an action taken on Nov. 20 by the 
Federal Grand Jury at Atlanta, Ga., 
which has been investigating the ac- 
tivities of stock fire insurance or- 
ganizations — is reported to have 
come as something of a surprise to 
insurance leaders throughout the na- 
tion. 

It had been expected that such ac- 
tion might be taken eventually, but 
it was believed that any immediate 
action had been forestalled by the 
Nov. 13 ruling of United States Dis- 
trict Judge E. Marvin Underwood, 
Atlanta, which relieved the stock fire 
insurance organizations from immedi- 
ate compliance with Iederal Grand 
Jury subpoenas for their records. 

After subpoenas had been issued 
for the records of the various or- 
ganizations under investigation, a 
motion was filed to quash the sub- 
poenas and Judge Underwood signed 
an order requiring the government 
to show cause why the motion should 
not be granted. His order was made 
returnable December 14, and, mean- 
while, the companies do not have to 
produce their records. 

Organizations filing motions to 
quash the subpoenas were: the 
South-Eastern Underwriters Asso- 
ciation, the National Board of Fire 
Underwriters, Insurance Executives 
Association, Interstate Underwriters 
Board, National Automobile Under- 


writers Association, Board of Fire 
Underwriters of the Pacific, Pacific 
Coast Uniformity Conference, West- 
ern Insurance Bureau, Western Un- 
derwriters Association, Eastern 
Underwriters Association, Middle 
Department Rating Association and 
Stock Company Association. 


The motions of the insurance or- 
ganizations were based on the plea 
that the Department of Justice was 
meddling in something that is none 
of its business. The attorneys con- 
tended that the United States Su- 
preme Court has held in numerous 
decisions that the business of insur- 
ance is not commerce but a state ac- 
tivity subject to state law and regu- 
lation. 


Since the insurance business is not 
commerce, they argued, then it can- 
not be interstate commerce “to which 
the Federal antitrust laws alone 
apply.” ; 

They also asserted that several 
bills have been introduced in Con- 
gress to make insurance commerce 
and that none has been passed. On 
one occasion, the motion added, the 
House Judiciary Committee stated 
that in its opinion Congress did not 
have the power under the Consti- 
tution to enact Federal regulation of 
insurance. 


Under these circumstances, the mo- 
tion said, enforcement of the sub- 
poenas “would constitute an abuse 
of process of the court.” The or- 
ganizations further maintained that 
the “onerous nature” of the sub- 
poenas was demonstrated by the fact 
that the records called for would 
require more than 10 freight cars to 
transport. 


Liberty Mutual Celebrates 
30th Anniversary 


\ 30TH ANNIVERSARY DINNER AND 
CELEBRATION WAS RECENTLY HELD IN 
the State Suite of the Copley-Plaza 
Hotel in Boston for twelve men and 
women actively associated with the 
Liberty Mutual Insurance Company, 
all casualty insurance veterans of 
three decades. The twelve persons 
who were honored are: George H. 
Bigelow, Joseph W. Church, John W. 
Cronin, Helen H. Curtin, James J. 
Loughlin, John V. Powell, Stephen 
IK .Whiting, Clark TF. Woodward, 
Benjamin I. Sibley; and Directors 
Walter S. Bucklin, John S. Kent, 
and Louis K. Liggett. 

President S. Bruce Black pre- 
sented each of these company vet- 
erans with a sterling silver Paul Re- 
vere bowl. 
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Wartime Insurance Problems 


An Address 
By JOHN A. ARNOLD 
VICE PRESIDENT, NATIONAL RETAILERS MUTUAL 
INS. CO., FEDERAL MUTUAL FIRE 
INSURANCE CO. 
Before the annual meeting of the Wisconsin 
State Association of Mutual Ins. Cos., 
Milwaukee, October 28, 1942 


ROBLEMS lead the _ thinker 

out onto the broad highway of 

progress. They scare the non- 
thinker into the dead end street of 
inaction. 

Our mutual insurance fraternity, 
in a span of 190 years since the birth 
of the Philadelphia Contributionship, 
has created more than 2,000 corpora- 
tions of useful and varied service to 
property owners. ‘Their greatest 
growth and development has coin- 
cided with times of conflagration, 
panic, depression, and war. Our gen- 
eration has a rich heritage from the 
pioneers of our faith who originated 
the several types of companies best 
suited to serve the insurance needs 
of manufacturer, miller, lumber 
dealer, merchant, farmer, and home 
owner. Variety is the hallmark of 
mutual insurance. Resourcefulness 
has kept its banner high. 

War needs are forcing every kind 
of business to telescope its normal 
program of leisurely development 
into one of immediacy. 100 years 
passed before the world needed or 
did produce annually one million tons 
of crude rubber. But the orders are 
on the spindle for that production to 
be duplicated in two years or less 
by the synthetic process. One year 
of tomorrow’s rate of airplane pro- 
duction will darken our skies with 
twice as many wings as have flown 
in all the 37 years since the Wright 
Brothers left the earth at Kitty 
Hawk. 

Dr. Seymour, president of Yale 
University, recently said: 

“There is no longer any place for the 
student who treats his years in college 
as a means of postponing hard work and 
enjoying an interlude of country club 
existence.” 

No doubt some of those newly 
awakened students have fathers in 
the insurance business who are no 
longer justifying a country club mem- 
bership as the lucrative source of 
solicitation. Old unread trade maga- 
zines are down from the top of the 
filing cabinet, swivel chairs have been 
tightened so that the occupant can 
work at his desk more easily than he 
can lean back. There are new prob- 
lems in our business that are worthy 
of our best thought. 

Such problems concern us as pre- 





mium production, maintenance of 
manpower, premium collection, re- 
moval of insureds, conservation of 
life, limb, and property, service, War 
Damage insurance. These and many 
others will remain problems only as 
long as companies or agents postpone 
substituting thought for talk about 
them. 

Premium production is always a 
problem. The concomitants of war 
merely accentuate it. But no mutual 
agent should fear a dearth of pros- 
pects. Taxes, price ceilings, and in- 
ability to replace goods will close 
some doors but make low cost in- 
surance attractive to those who can 
continue in business. Business Inter- 
ruption Indemnity and Rent insur- 
ance used to be hard to sell to cus- 
tomers, but now they are hard to 
sell to the companies. The agent who 
introduces those desirable coverages 
to a manufacturer or a merchant 
must have or obtain equal propor- 
tion of the fire insurance to make his 
offering attractive to his companies. 
But he will then have a new fire ac- 
count that should continue on his 
books even though the consequential 
time insurance is reduced or discon- 
tinued when more normal conditions 
return. 

Many a trustee will recognize his 
obligation to a widow or other heirs 
who are dependent upon rent from a 
property that could have been re- 
stored in short order yesterday but 
today under restrictions 1.41 of WPB 
may go indefinitely with roof off or 
walls open to the elements. Six 
months or nine months are piecemeal 
selling for rent insurance today. Two 
years or even three years’ coverage 
is in order. 

Rate reductions on kinds of cov- 
erage or for certain territories or for 
kinds of risks will open the doors to 
a new line of customers. A_ tem- 
porary loss of premiums on the books 
can be turned into an opportunity to 
sell more coverages to those continu- 
ing as policyholders and to attract a 
new group which previously could 
not afford the coverage. 

As it becomes difficult to reach the 
fringe of your old time territory of 
solicitation, it hecomes necessary to 
concentrate on your present policy- 
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holders by means of survey selling. 


The unit sale shows the largest mar- 


gin of profit to the producer. It is 
most likely to level the loss ratio of 
his agency. Insurance against all haz- 


ards insures the agent’s commission 
for the future. A loss from one in- 
sured hazard brings reimbursement 
that will permit replacement of the 
article or building or business and 
continuance of the other kinds of 
insurance. An agent of the National 
Retailers Mutual wrote me the other 
day that he has been diligently using 
the survey method. Of 61 customers 
of his, insured in the |umbermens 
Mutual Casualty Company in recent 
months, he has sold fire policies on 
their homes to 16 and has 7 expira- 
tions pledged. The premiums exceed 
his average customer premium. He 
is convinced it is more profitable than 
single shot selling and makes him 
less vulnerable to competition. 

A test made by an eastern fire in- 
surance company indicated that of 
every ten persons having an income 
of $1,000 or more, 9 carry life insur- 
ance, 6 carry automobile coverage, 5 
buy fire insurance, and 2 possess 
health and accident protection. The 
significant thing, however, was that 
for the sale of 4 policies to one cus- 
tomer, 2 agents appeared in the pic- 
ture. Who is your most persistent 
competitor for the several kinds of 
coverage which your companies write 
but your customers have not bought 
from you? 

* e e 

S we practice greater conserva- 

tion of tires, advertising be- 
comes our handmaiden. Pears soap, 
once known the world around, nearly 
became an insolvent solvent when it 
withdrew from the advertising col- 
umns., One of our resourceful agents 
continues to use the advertising 
pieces of his companies but in addi 
tion, has sent every one of his poli- 
cyholders a short message that he is 
conserving his tires to give service 
to those who require it. He enclosed 
a prepaid postcard which lists all the 
kinds of insurance sold by his agency 
and contains space for the insured to 
specify any kind of service he would 
like performed. 

Several agents report that they are 
reviewing expirations three months 
in advance these days. This enables 
them to group policyholders in one 
neighborhood and so make renewal 
solicitation and policy delivery more 
economical. This routing of calls re 
leases time for new solicitation. It 
also speeds up collections. The ordi- 
nary man pays any bill that has been 
lying around for a_ period, even 
though it may not be due. A person 
will usually buy less where his credit 
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is strained. New sales are easier if 
old accounts are paid. 

Secause time sales of commodities 
are under drastic limitations, we in 
the insurance business must guard 
against furnishing credit for buyers 
to clear up other money obligations. 
We must get ahead of the commercial 
account collectors. We need a meth- 
odical collection program that is im- 
personal to save friction but implies 
inevitability. Stickers on the bill or 
a rubber stamp indicating the due 
date is essential under present con- 
ditions. Form letters made in dupli- 
cate or triplicate for successive 
mailing will minimize the footwork 
necessary to make collections. Sev- 
eral companies have drafted sample 
material of this type but any agent 
can readily devise forms that exactly 
reflect his personality and meet with 
responsiveness of his clientele. We 
should be able to collect 90 per cent 
or more of our premiums without 
making a personal call. 

In the solicitation of War Damage 
Insurance, many a property owner 
discovered for the first time the 
meaning of co-insurance. There is 
much fire insurance coverage that 
needs revamping to comply with that 
clause. The fact that foundations 
are usually excluded under fire polli- 
cies while included in the War Dam- 
age policy is an excellent conversa- 
tion opener for solicitation especially 
for permission to survey all policies 
in force against current insurance 
needs. In view of the great concern 
of the general public over the poten- 
tial damage to property from air- 
planes, no fire policy should be sold 
today without both an extended cov- 
erage endorsement and a vandalism 
and malicious mischief endorsement. 
The unearned premium endorsement 
can be the clinching sales argument 
for the writing of a long term policy 
with all coverages included, particu- 
larly if the premium is financed by 
agent, bank, or premium finance com- 
pany. 

The advance review of expirations 
furnishes an excellent opportunity to 
push the sale of these coverages. But 
more important still, it affords time 
for consultation with any policy- 
holder that is likely to be affected 
by the draft or who is contemplating 
enlisting. In those cases it is well 
to point out the advisability of ap- 
pointing an attorney or trustee, or of 
actually transferring title to the prop- 
erty. Adjustment of losses is be- 
coming increasingly difficult with 
owners of homes and automobiles 
and businesses away in service, often 
in foreign lands. Payment of return 
premiums or other refunds under the 
policy may be equally difficult. 
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While transfer of title is the most 
complete arrangement, the insured 
may execute a general power of at- 
torney. This may be limited to in- 
surance matters only if desired, al- 
though there are other contingencies 
that any property owner will readily 
recognize once the subject is dis- 
cussed with him. Perhaps the owner 
would prefer to turn the property 
over to a bank or trust company un- 
der a trust agreement. In the ab- 
sence of one of these methods, he 
may be agreeable to signing an en- 
dorsement to his policy, designating 
a named person as his fully author- 
ized agent for purposes of giving or 
receiving cancellation notice, receiv- 
ing return premiums or loss pay- 
ments, and handling loss settlements. 
Such an endorsement would have 
to be signed by the insured for the 
company’s records. 

While settlement of losses is one 
feature of importance to. be pro- 
vided for, it should also be borne in 
mind that some kinds of insurance 
policies may be cancelled by simple 
mailing of notice to last known ad- 
dress. An insured should make pro- 
vision for prompt receipt of any such 
notice by someone authorized to re- 
ceive it and procure replacing insur- 
ance. Likewise, an agent is well ad- 
vised to keep contact with those who 
may become the future owners if 
misfortune strike, whether they be 
trustee, attorney-in-fact, endorsement 
agent, or heirs. 

* © e 

OW as never before is the time 
to make service stand out as 
the keystone of the insurance arch. 
Regardless of the merits of any one 
form of insurance corporation or 
the merits of agency or direct selling 
methods, all members of the frater- 
nity have an obligatioh to the busi- 
ness and to the public. And great is 
the opportunity right now. Mer- 
chants are ‘fresh out” of an increas- 
ing number of commodities. Banks, 
with or without profit, are crowded 
at all hours serving people who go 
there for a variety of new services. 
In New York and Massachusetts, 
they are selling life insurance. All 
over America they are selling war 
bonds and stamps. They may be 
tested for the handling of ration 
cards. They are likely prospects to 
take over the sale of War Damage 
insurance if companies and agents do 
not continue to do a steady and in- 
telligent job of selling now that the 
voluntary mortgagee inspired buy- 
ing, particularly on the Atlantic and 
Pacific seaboards, is practically over, 
at least until the first bombing — 

“token” or real — may occur. 
Incidentally it is well to bear in 





mind that the War Damage Corpo- 
ration was an intelligent method of 
introducing a business procedure as 
a substitute for the old practice of 
filing claims with Congress such as 
still exist dating back to 1790 from 
our undeclared war with France. If 
there should be much property dam- 
aged on which insurance had not 
been sold, just such claims would 
again be filed. Not only should War 
Damage insurance be sold, but also 
extended coverage and vandalism 
and malicious mischief. With the dis- 
tribution of war industry through- 
out the United States generally, we 
have innumerable spots where dam- 
age, that those coverages would in- 
demnify, can occur in huge propor- 
tions. Transportation of explosives 
is not without its potentialities of 
damage. 

Britain and Canada saw fit to ex- 
clude the companies while our gov- 
ernment has gone into partnership 
with our companies and agents. If 
we do our part, we honor ourselves 
in the doing. If we fail, we make a 
war time problem that may become 
bigger as the years pass, because the 
job might be taken away from us 
and one more obstacle to the Amer- 
ican Way would confront our busi- 
ness. Those companies acting as Fi- 
duciary Agents have a financial stake 
in the plan through the loss experi- 
ence. And the entire fraternity has 
at stake its justification as a private 
business conducting a free enterprise 
and rendering a personalized service. 

While the merchants’ shelves are 
less loaded with commodities, there 
is an increasing list of insurance 
items now on sale. Service is un- 
limited by any 40 hour law for the 
agent. His income is not hampered 
by any ceiling or salary limitation. 
There is no rationing of policy sup- 
plies. The big problem is the shrink- 
age of some insurable values as 
stocks of goods are depleted. 

This introduces the thought that 
Fire Prevention is one form of serv- 
ice that insurance men must practice 
to the nth degree. Vacant buildings 
must be cleaned and made secure 
against trespass, with electricity and 
gas turned off. Fuel rationing may 
result in all heat service being stop- 
ped, otherwise supervision should be 
provided. Many old buildings will 
be diverted to new uses. These need 
watching to guard overloading of 
floors and electric circuits. 

Auxiliary or supplementary heat- 
ing devices will be introduced into 
homes and. commercial buildings. 
Little used processes will be in- 
creased in amount or tempo or 
changed in method. Machinery and 

(Continued on page 25) 
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Transport planes follow this 35,000 mile system of “Highways in the Sky" in their flights 
from city to city and across the nation. 


Highways in the Sky 


By WILLIAM H. RODDA 


ANY predictions have been 
M made recently to the effect 

that airplanes will soon be 
as common as automobiles and that 
ground transportation will be as ob- 
solete as the-horse and buggy was in 
1940. Many people believing to the 
contrary discount the enthusiasm of 
the aviators and believe that it will 
be at least another generation before 
air craft supplants ground transporta- 
tion to any great extent. A careful 
examination of all the factors and 
the present stage of development will 
help the business man to plan for the 
actual probabilities which lie some- 
where between the two extreme 
viewpoints. 

The development of commercial air 
traffic in the ten years preceding the 
war was even more amazing than the 
general public realized and it fore- 
cast the dominant part that the air- 
plane is certain to play in the trans- 
portation of the future. Even more 
breathtaking are the bits of informa- 
tion which occasionally leak out re- 
garding the wartime development of 
aircraft. Planes are flown by the 
hundreds across the Atlantic from 
America to Europe, many of them in 
the short space of nine hours. The 
accepted method of travel to Europe 
in wartime is by air (ocean travel 
is considered much more hazardous). 
It is revealed that the latest model 


helicopter (or windmill) type of air- 


plane can rise and descend vertically, 
go forward or backward, or stand still 
in mid-air, making it perhaps an ideal 
plane for use by the general public. 
It is expected that the people of the 
next generation will think no more 
of a week-end flight from Philadel- 
phia to Peoria than we think of a 
drive from New York City to the 
Adirondack Mountains, or from Chi- 
cago to the lakes of Wisconsin. Even 
a casual survey of recent aircraft de- 
velopments shows that these predic- 
tions are conservative from the me- 
chanical standpoint. If the war were 
to end tomorrow, within two years 
there would be on the market thou- 
sands of planes capable of being 
flown hundreds of miles a day by 
average people under favorable 
weather conditions. Mechanically the 
airplanes are now available for the 
predicted development. It is possible, 
of course, that economic conditions 
may slow the changes to a certain 
extent. 

It can easily be seen that the air- 
plane will have a tremendous effect 
on the lives of all people, regardless 
of whether they ever actually fly 
themselves. In order to determine 
these effects as closely as possibic, 
let us first examine the present ef- 
fect of aviation upon our lives and 
business, with particular attention to 
the effect upon the insurance busi- 
ness. Leaving entirely out of consid- 
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eration the military aspect of avia- 
tion, the existence of aircraft has a 
profound influence on business activ- 
ities. Overnight airmail service be- 
tween cities that are several days 
apart by train makes possible the 
elimination of many telegrams, tele- 
phone calls, and in some cases has 
made possible the abandonment of 
teletype machines between offices. 
This means a considerable saving of 
expense in the conduct of business 
where overnight mail service will 
take care of correspondence needs. 
It is obvious that the airplane saves 
a great deal of time for the business 
man who must travel long distances. 
It is only a few years ago that a trip 
from New York to San Francisco 
had to be figured on a one week’s 
basis. Even the best of train sched- 
ules today require about three days. 
This trip can be made by airplane 
in about sixteen or seventeen hours. 
Airplanes are now available which 
can make the trip in about thirteen 
hours so that immediately following 
the war a trip from Coast to Coast 
by airplane will be merely an over- 
night hop, comparable in time to 
the train trip from New York to 
Chicago. The handling of express 
and freight by airplane cuts down the 
amount of time that is lost in con- 
nection with certain valuable car- 
goes in their travel from place to 
place. Certain perishable commodi- 
ties can be handled much more sat- 
isfactorily by airplane than they can 
by refrigerated train service. These 
are all existing effects of airplane 
service. Many of them affect the 
business man of today whether or 
not he is himself a traveler by air- 
craft. 

To the insurance companies the ef- 
fect of aircraft is even more far- 
reaching. One of the most obvious is 
the effect upon the hazards covered 
by the Extended Coverage Endorse- 
ment to the fire insurance policy. At 
the time the Extended Coverage En- 
dorsement was developed a few years 
ago, aircraft damage insurance was 
included along with automobile dam- 
age insurance and explosion insur- 
ance as protection against one of 
those things that might happen al- 
though the possibility was remote, 
and no great additional premium 
charge was necessary. 

The greatly increased number of 
airplanes in the sky today and sev- 
eral recent accidents show that the 
possibility of damage by falling air- 
craft is something that must be taken 
into account in connection with the 
Extended Coverage Endorsement. 
Over the country as a whole and con- 
sidering the large number of such 
policies in effect, the number of 
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losses to date has not been large. 
Even in the vicinity of airports there 
have been comparatively few cases 
of damage. However, when a loss 
does occur it is likely to be serious. 
A large plane falling upon a factory 
or aircraft hangar might disable the 
sprinkler system in the crash and 
cause a serious or total loss from fire 
in a plant that had been otherwise 
considered exceptionally well pro- 
tected. A new factor is therefore in- 
troduced into the underwriting of 
all types of risks for fire insurance 
where the Extended Coverage En- 
dorsement is attached to the policy. 
It thus becomes necessary for the 
underwriter to know whether the 
insured property is located in the 
vicinity of an airport. If a factory 
should be located near an airport 
where the testing of planes is done 
frequently or continuously, this fac- 
tor might become important in the 
determination of the desirability of 
the risk or the size of the line to be 
carried. Considering the country as 
a whole, however, this hazard is not 
likely to become a serious one. As 
will be explained later in this article, 
the rules applying to the handling of 
aircraft and the practices followed by 
aviators are such that most crashes 
occur in open country. It is not mere 
accident that we have been relatively 
free in this country from damage by 
falling aircraft, but rather it is the 
result of the safety rules which have 
been adopted to govern the aviation 
industry and the faithful following of 
those rules by airplane pilots. 

The manufacture of aircraft is not 
aviation in itself but it is a neces- 
sary part of the aviation picture and 
this has introduced new hazards and 
new conditions both for the fire in- 
surance companies and the casualty 
insurance companies. For the fire in- 
surance companies probably the most 
important change in hazard is the 
enormous area which must be pro- 
vided in factories manufacturing the 
larger type of plane. In addition 
there are the new fire hazards of 
magnesium and the probable use of 
large quantities of plywood in fu- 
ture airplane construction. The casu- 
alty insurance companies are faced 
with the dust hazards of new metals 
such as magnesium and these must 
be evaluated and protected against. 

While obviously still in its infancy, 
the insuring of aircraft is becoming 
more and more important to the in- 
surance companies. Probably a much 
larger proportion of aircraft owners 
have their ships insured than is true 
of automobile owners as a class. Sev- 
eral factors are responsible for this 
and the most important probably is 
that an airplane is subject to severe 
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damage not only from crash but from 
collision on the ground and from fire 
while stored in a hangar. The pres- 
ent rates for these coverages are con- 
siderably higher than comparable 
rates for automobiles. The greater 
damage to be expected to airplanes 
as a result of crash or collision is 
due to the fact that the construction 
must be inherently light. The steel 
body frame and rolled steel fenders 
that are common on automobiles are 
not possible on airplanes because of 
their excessive weight. This sus- 
ceptibility to damage is likely to be- 
come less in the years following the 
war because of the developments in 
the technique of the light-weight 
metals such as aluminum and mag- 
nesium, and the post-war airplanes 
undoubtedly will be more substan- 
tial than the present planes. This 
development is evident from the fact 
that many of the military planes are 
so tough that after being severely 
damaged in battle they have returned 
to their bases to be repaired and fight 
again, 
* * & 
OMMERCIAL operators of air- 
planes, not only the scheduled 
airlines but also the other commer- 
cial operators, find it necessary to 
secure casualty insurance covering 
their liability from various opera- 
tions and many private plane opera- 
tors also carry the liability coverages. 
As more and more of the insurance 
companies go into the aircraft field, 
it is necessary for them to learn the 
various underwriting practices so 
that their aviation operations may be 
successful. So far the insurance 
companies in the aviation field have 
been successful in underwriting so 
that the over-all experience is favor- 
able. The proportion of aviation 
premiums will gradually become more 
and more important in relation to 
the entire insurance premium income. 
In attempting to look into the fu- 
ture the important question which 
all would-be prophets are trying to 
answer is how rapidly will the air- 
craft industry expand. Previous to 
the war the number of aircraft in 
use was increasing each year by 
many thousands. Of course, at the 
present time practically the entire 
aircraft production of the country is 
going into the military field. While 
the exact capacity is a military se- 
cret, it is believed to be in the neigh- 
borhood of 60,000 airplanes a year. 
When the war is over it is obvious 
that a large amount, if not all of this 
capacity will be available for the pro- 
duction of civilian planes. With the 
exception of some training types not 
many of the military planes in use 
will be of a type suitable for civilian 





use. The military plane is normally 
designed so that it has high speed 
and great maneuverability. Certain 
factors of stability must be sacrificed 
in order to get the speed and ma- 
neuverability. As a result it takes 
an expert flyer to handle most mili- 
tary planes. Consequently, it will be 
necessary to produce a civilian type 
of plane and the results will be that 
most of the civilian planes to be pur- 
chased after the war will be new 
planes and will not be converted from 
the military type. We may assume, 
therefore, that following the war 
some 50,000 or 60,000 airplanes a 
year can be added to those already 
in civilian hands. A comparison may 
be made with the automobile indus- 
try which had a production capacity 
of several million automobiles a year 
prior to the war. There are approxi- 
mately 27,000,000 automobiles in the 
United States and it has been esti- 
mated by the authorities that 20,- 
000,000 of these are essential for 
the normal economy of the country. 
It can be seen, therefore, that on the 
basis of present and expected air- 
plane production capacity, it will be 
several years before the number of 
airplanes will compare with the num- 
ber of automobiles in the country. 


However, the expansion will come 
rapidly and in time the productive 
capacity for aircraft will approach 
that for automobiles. Several fac- 
tors are responsible for the desire of 
people to fly. The most obvious is 
that flying is a faster means of trans- 
portation than other means on the 
ground. In addition, those who learn 
to operate a plane and those who fly 
in airplanes as passengers rapidly 
become to feel that it is not only 
speedier than ground transportation 
but under most conditions more com- 
fortable. The most obvious objec- 
tion to flying in the past has been 
on the basis of safety. The objec- 
tion on the basis of safety in most 
cases has been on the part of people 
who were not familiar with flying 
and had not participated in it to any 
considerable extent. In our modern 
living, the matter of safety does not 
appear to influence people a great 
deal in their activities. Once we get 
familiar with a certain mode of liv- 
ing we tend to forget its hazards. 
The annual automobile fatality rec- 
ord of about 40,000 deaths per year, 
prior to the war, is evidence that 
danger does not prevent people from 
using a form of transportation if 
they wish to. Automobile drivers 
continue to kill themselves at speeds 
of 60 to 80 miles per hour when they 
know that speeds of 40 to 50 miles 
an hour are relatively much safer. 
In addition, it can be shown statis- 

















tically that the safety record of the 
aviation industry today does not dif- 
fer greatly from the safety record of 
most forms of ground transportation, 
particularly that of the private au- 
tomobile. 
eee 

b ges a few indications will show 

to what extent we may expect this 
expansion in aviation to take place 
following the present war. Maritime 
authorities admit that probably there 
will never be another luxury liner 
built such as the Normandie or the 
Queen Mary. Men familiar with 
ocean commerce believe that future 
ocean travel on the surface will be 
in combination cargo and _ passenger 
boats, that will carry as passengers 
those people who have no need for 
rapid travel or who for other rea- 
sons prefer surface travel. The air- 
plane will handle most business pas- 
senger traffic and mail and express 
cargoes across the ocean. This opin- 
ion is supported by the fact that 
practically all passenger travel be- 
tween continents today is by air- 
craft. It is, as a matter of fact, con- 
sidered much safer than surface 
travel under wartime conditions. In 
the October 15, 1942, issue of the 
Civil Aeronautics Journal, the Civil 
Aeronautics Administration reveals 
that in the first year’s operation of 
the Royal Air Force Ferry Com- 
mand, 995 out of every 1,000 Amer- 
ican-built bombers and flying boats 
have crossed the Atlantic safely. If 
only five out of every one thousand 
planes crossing the Atlantic under 
the Ferry Command are lost under 
wartime conditions, this is a definite 
indication of the safety of flying 
which can be achieved under peace- 
time conditions to follow the war. 
At the peak of their operations the 
domestic airlines had only between 
300 and 400 airplanes, yet they were 
handling millions of passengers a year 
and the number of planes probably 
would have been doubled if the air- 
lines could have secured them in 
face of military needs. 

When we talk in terms of thou- 
sands of airplanes flying about the 
country, most people think in terms 
of tremendous confusion, airplanes 
flying in all directions and a result- 
ing large number of collisions. It is 
obvious that as the number of air- 
planes increases from a few thousand 
in the United States to a hundred 
thousand and eventually a million 
or more, that there will be a traffic 
probelm. However, there will not 
be the confusion that is normally 
pictured. Airplanes will be handled 
by a system of air highways com- 
parable to the present methods of 
handling surface traffic. The princi- 
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pal difference will be that instead 
of having only a single surface upon 
which to take care of these millions 
of airplanes, there will be as many 
surfaces as there are thousands of 
feet in the air above the earth. As 
a result it will be simpler to handle 
27 million airplanes in the air than 
it is to handle the 27 million auto- 
mobiles on the road on a bright 
summer sunny afternoon. Naturally 
there will be congestion at airports 
and there will be collisions just as 
there is congestion on the roads 
when too many automobiles attempt 
to use them and as there are colli- 
sions at grade crossings with railroad 
engines and between automobiles 
who disobey traffic signals. A de- 
scription of the present system of 
handling aircraft traffic will show 
how it will be handled in the future 
and will indicate that while there 
will be an aircraft traffic problem, it 
can be handled just as effectively 
and perhaps even better than our 
present surface transportation traffic. 

There are today 35,000 miles of 
air highways in the United States. 
These are established just as rigidly 
as the railroads or as the highways 
on the ground. The scheduled airlin- 
ers do not fly by hit or miss in the 
general direction of the city where 
they are next scheduled to land. The 
airliners follow a definitely laid-out 
route from city to city and they are 
permitted to deviate from these 
routes only with special permission 
and under unusual conditions. When- 
ever privately operated airplanes fly 
upon the routes of the scheduled air- 
liners, they must be equipped with 
two-way radio and other navigational 
aids so that they can be given in- 
structions the same as the airlin- 
ers. In addition to the air highways 
which are set aside for commercial 
travel, the air is divided into hori- 
zontal layers for various purposes. 
The layer below 3,500 feet elevation 
is reserved for use by the smaller 
type planes which fly by visual con- 
tact with the ground and are not 
equipped with radio navigational 
aids. Other types of aircraft use this 
layer only during take-offs and land- 
ings. The air layer from 3,500 feet 
to 17,000 feet is reserved for trans- 
port purposes and the space above 
17,000 feet is for military use. Fur- 
ther refinements of this air highway 
system and of the stratification of 
the air will be made as circumstances 
require. 

The airplane may be compared to 
various forms of surface transporta- 
tion. It might be said that the sched- 
uled airlines compare with the rail- 
roads. They have their definite 
routes upon which the airlines travel 
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and from which private planes are 
excluded, just as you in your pri- 
vate automobile are not permitted 
to drive upon the railroads. Occa- 
sionally, of course, some careless 
driver will get in the way of a train 
at a grade crossing and a collision 
results, with disastrous results to 
the automobile and occasionally to 
the train. These occasional accidents 
are as likely to occur if some private 
plane operator disobeys instructions 
and gets in the way of a scheduled 
airliner. The main difference in favor 
of aircraft safety, however, is the 
fact that in the air there is a third 
dimension so that one or the other 
of the planes has a chance to hop 
over the other. A train and an auto- 
mobile at a grade crossing have only 
one surface available and it is not 
possible for the train to dive over 
or under the automobile. 

There are definite rules of the road 
which airplanes must follow and 
these will be expanded to meet fu- 
ture needs as the air traffic in- 
creases. Certain types of aircraft 
have the right of way over other 
types. There are prohibited areas 
over which an airplane is not per- 
mitted to fly. The pilot must be 
familiar with these regulations just 
as the automobile driver is supposed 
to be familiar with the traffic laws 
of the state or city in which he hap- 
pens to be driving. 


There are many predictions re- 
garding the use of small aircraft by 
private individuals following the 
war. It is predicted for instance 
that many people will own helicop- 
ters and that this will make it pos- 
sible for them to commute from 
homes in the country to their place 
of business in the city, landing on a 
small sparking lot or perhaps on the 
roof of their office building. Me- 
chanically these things are possible, 
but before they can be done practi- 
cally, certain air traffic rules will have 
to be worked out. Under present 
conditions aircrafts are required to 
keep at least 1,000 feet above con- 
gested areas and must be at such a 
height that in case of motor failure 
they can reach a safe landing place 
outside of the congested areas. Over 
large cities this would require a 
height somewhat in excess of 1,000 
feet. Planes without radio aid to 
navigation are required to fly by 
contact rules, that is, by visual con- 
tact with objects on the ground. 
Such a plane under no conditions 
would be permitted to fly into a 
cloud. In the daytime a small plane 
without radio aid to navigation must 
keep 300 feet below the clouds and 
at least 500 feet above open country. 
A plane of that nature cannot take 
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off unless there is an 800 foot ceil- 
ing to the clouds and a visibility of 
at least a mile. If such a plane is 
flying after dark there must be a ceil- 
ing of 1,000 feet and visibility of 
two miles. Darkness rules require 
that the plane be at least 500 feet 
below the clouds and 500 feet above 
the ground. Ceiling and _ yisibility 
must be higher if there is rain or 
snow. All pilots must be thoroughly 
familiar with these rules so that they 
can fly with regard to their own 
safety as well as the safety of other 
aircraft. 

Scheduled airliners and other air- 
craft equipped to fly by radio are 
permitted to fly through clouds and 
under conditions where they cannot 
see the ground. Under such condi- 
tions these planes fly at altitudes 
specified by their flight instructions 
and they are kept advised at all times 
of other aircraft in the vicinity. 
Eastbound and northbound airliners 
fly at odd thousands of feet; for in- 
stance, five thousand or seven thou- 
sand feet above sea level, while 
westbound and southbound planes 
fly at even thousands such as four 
or six thousand feet altitude. When 
crossing a civil airway planes are 
required to climb five hundred feet 
until they are across the airway. 
Thus, there are no grade crossings 
on the civil airways. A_ basic in- 
strument for all aircraft is the alti- 
meter which indicates height above 
sea level by change in atmospheric 
pressure. The civil airways are 
twenty miles wide and the airliners 
flying these civil airways under con- 
ditions when they cannot be expected 
to see other planes are required to 
keep to the righthand side of the 
center of the airway. This can be 
done accurately through the aid of 
the radio beam and other aids to 
navigation which are available to the 
scheduled airline pilots. Even when 
flying completely blind and unable 
to see the ground these pilots know 
at any time their exact location over 
the ground. 

Returning again to the thought of 
a small plane owner taking a week- 
end hop, we must realize that this is 
possible only when weather condi- 
tions are favorable. Small planes are 
not permitted to fly in fog or when 
there is a high wind. Since the speed 
of small planes is from sixty to ninety 
miles per hour it can be seen that 
winds in excess of thirty miles per 
hour would be dangerous for these 
small craft. Assuming that the 
weather is favorable and that the 
wind conditions are good, the small 
plane owner of the future may de- 
cide to take off on a flight from 
Madison, Wisconsin, to Kansas City, 
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Missouri. If he flies at altitudes of 
about one or two thousand feet above 
the ground he probably would be 
permitted to make a straight-line 
Hight, deviating, of course, around 
airports where airliners may be tak- 
ing off or around other prohibited 
areas. Before starting the flight he 
would get maps of the entire route 
between Madison and Kansas City 
just as the automobile owner today 
gets a road map before he starts on 
a trip over strange country. There 
are available maps for aviators which 
show in considerable detail the land- 
marks which are visible to the pilots 
from the air. Prominent buildings, 
water towers, large monuments and 
other such objects are marked clearly 
on the maps so that the pilot can 
pick his way from place to place just 
as clearly as the automobile driver 
picks his way by means of signs on 
the road. Also indicated on the maps 
are airports and other locations 
where the planes could land and 
refuel if the plane does not contain 
sufficient fuel for the entire trip. 
The operator of a plane must know 
more about the weather than the op- 
erator of an automobile. He must 
also be able to keep track of his 
course with relation to headwinds 
and crosswinds which might push the 
plane off the straight-line course be- 
tween the two locations. As our pri- 
vate pilot approaches the Kansas 
City airport where he intends to 
land he first is required to circle the 
field in order to determine whether 
there are other aircraft in the way. 
If he has a radio receiver he will 
listen for instructions from the air- 
port control tower. If he does not 
have a radio he will watch the tower 
for light signals which will tell him 
when it is his turn to land. If sev- 
eral aircraft are waiting to land he 
will circle the field at a certain alti- 
tude awaiting his turn or instruc- 
tions from the control tower. The 
rules of the road for the airplane 
pilot of the future may be somewhat 
more complicated than is necessary 
for the average automobile driver of 
today, but they will be just as clear 
and will handle the traffic problem 
probably much more effectively than 
our traffic experts have been able to 
handle the automobile congestion of 
the past decade. 
* * * 

VIATION will have the greatest 

effect upon the insurance busi- 
ness of any development since the au- 
tomobile. Aircraft insurance premi- 
ums written in the United States al- 
ready total several millions of dollars 
every year and without doubt these 
premiums will increase by leaps and 
bounds for the first several years 





after the conclusion of the war. Pre- 
miums per plane at the present time 
are considerably higher than premi- 
ums per automobile. The insurance 
on even the smallest of planes is 
likely to cost from $200 to $300 if a 
reasonable crash coverage and rea- 
sonable liability coverage are pur- 
chased. If we assume that 50,000 
of these small planes are manufac- 
tured in a year’s time the potential 
insurance premium on each year’s 
production of planes would amount 
to at least $10,000,000. The premi- 
ums are much higher, of course, on 
the larger planes and particularly 
those used for commercial purposes 
and for the scheduled airlines, where 
the cost of liability insurance in- 
creases in proportion to the number 
of passengers’ seats. Present war- 
time restrictions are resulting in a 
constantly reduced number of auto- 
mobiles in service. When the war is 
over, both automobiles and airplanes 
will be produced for civilian pur- 
chase. There will be a race between 
the two industries to see which one 
can tap the largest proportion of the 
consumer market. It is reasonable 
to believe that many automobiles 
now going out of service will be 
replaced with airplanes rather than 
with new cars when the opportunity 
for purchase once more presents it- 
self. It certainly behooves the insur- 
ance companies to make prepara- 
tions to service this new field which 
will be available following the war. 

Insurance on a private plane may 
be compared to insurance on a pri- 
vate automobile. The coverages are 
very much the same. Available to 
aircraft Owners is a coverage pro- 
tecting against damage while the 
plane is on the ground and this may 
be compared to the comprehensive 
coverage including fire and theft 
which is available to automobile own- 
ers. Crash coverage for an airplane 
may be compared to collision insur- 
ance for an automobile. The airplane 
is somewhat more susceptible to 
damage from all of these causes than 
the modern well-built automobile. 
At the present time the premium is 
considerably higher for an airplane 
and indications are that the premi- 
ums are sufficiently high to produce 
a favorable result for the insurance 
companies. Liability and property 
damage insurance can be secured on 
private airplanes much the same way 
that they can for private automobiles. 
The danger of severe injuries from 
a minor accident is somewhat higher 
for an airplane than for an automo- 
bile, but this is offset to a consider- 
able extent by the fact that private 
airplanes do not carry as many pas- 

(Continued on page 27) 











> wee6bekeEehwaefeaekEmfe|mhCms 


—_ 


,. we we 


— SS VS 


teal 











Sat: =e. — 


Photo by W. R. Farber 


JOURNAL OF AMERICAN INSURANCE 





& a e< % 


Following a fire and before the arrival of the adjuster on the scene, the insurance agent 
has definite obligations to both the assured and the company. 


Loss Investigations and 
Adjustments 


USINESS not directly identi- 
B fied with defense work is hav- 

ing a most difficult task adjust- 
ing itself to these troublesome times. 
The insurance adjuster is no excep- 
tion. More often than not, even in 
normal times, an assured is prone 
to regard the adjuster as an ad- 
versary. It has long been our theory 
that the first step in any adjust- 
ment is that of adjusting the as- 
sured. Depending upon the type of 
individual encountered, this may take 
anywhere from a few minutes to sev- 
eral hours or days, but until the as- 
sured is convinced that an adjuster 
is on the ground to assist him in 
every way towards ultimately arriv- 
ing at an equitable adjustment, little 
progress can be made. (nce they 
are working together, facts and fig- 
ures begin falling into their groove. 


Today the average assured, whether 
business man or housewife, is in- 
clined to be touchy. The business 
man, unless his business is confined 
entirely to defense work, is uncer- 
tain and jittery about his business; 
he is concerned about taxes and 
whether or not he is going to be 
able to get enough merchandise to 
keep his business operating. The 
housewife is confronted with the 
problem of replacements and, in many 
cases, is under a nervous strain at- 
tempting to keep her husband on an 
even keel. The adjuster must be 
the one to exhibit a calm exterior 
if he is going to bring the assured 
around to the point of fairly view- 
ing his loss under the contract. 
Adjusting losses today that in- 
volve construction, machinery or 
equipment require every qualifica- 
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tion an adjuster is supposed to pos- 
sess, such as, more than a fair general 
knowledge of prices and current con- 
ditions, close attention to details, ac- 
curacy in figures, the willingness to 
work long hours and at the same time 
maintain an attitude of patience and 
tolerance. Probably the most diffi- 
culty has been encountered as a re- 
sult of priorities and labor shortage 
in connection with losses involving 
non-defense construction. Priorities 
have either limited or eliminated the 
materials necessary to repair a build- 
ing or dwelling, and even when it is 
agreeable to use substitute materials, 
it is becoming increasingly difficult 
to get labor at any price. Obviously, 
these conditions have materially in- 
creased costs. For example, taking 


1913 as a representative year and 


using it as a 100 per cent basis, 
statisticians have developed that the 
all-time high in construction costs 
occurred in 1920 when they reached 


183 per cent. Construction costs then 


fell off, reaching a low in 1933 of 
50 per cent, and since then have been 
climbing steadily so that in 1940 


they reached 102 per cent and last 


year 130 per cent. This year they 
have gone even higher. The adjuster, 
of course, cannot control costs but 


he must be more alert than ever in 
determining the true cost. 

The important role which coinsur- 
ance plays in the adjustment of 
losses today is at once recognized. In 
talking to leading adjusters in the 
Chicago area, we are advised that a 
penalty is being inflicted upon a 
majority of losses adjusted today 
where the contracts are subject to a 
coinsurance clause. 

Many assureds realize full well 
that costs are advancing and advanc- 
ing rapidly, but believe themselves 
too busy with their problems of pro- 
duction to give their insurance pro- 
gram proper attention. This class of 
assureds, should a fire occur, will 
find themselves in a precarious posi- 
tion if they have followed the long- 
established procedure of depreciating 
machinery, furniture and fixtures to 
a book value far beneath their true 
worth. That there are more assur- 
eds of this type than you probably 
realize is evidenced by our previous 
statement relative to the heavy per- 
centage of all losses today resulting 
in penalization through operation of 
the coinsurance clause. 

The investigation of losses, always 
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of the utmost importance, takes on 
an added significance. It is no longer 
important only because the loss ratio 
is menaced by incendiary and care- 
less fires or unnecessary fire hazards, 
but also because the public is awak- 
ened to the realization that fire is 
a major weapon of modern warfare 
and it is only through careful inves- 
tigation that we can determine the 
origin of fires and thus prevent re- 
occurrences. Adjusters are being 
prodded constantly to use every ef- 
fort in attempting to determine the 
origin of a fire. However, it is not 
only the adjuster’s obligation but 
every American citizen should coop- 
erate and assist the adjuster or the 
local authorities in this work. 

We thought we kept up pretty 
well with conditions relating to fire 
losses, but to our amazement the 
()ctober newsletter of the National 
lire Protection Association cites 
cighty-eight fires from June Ist to 
September 15th of this year which 
have seriously hindered the war ef- 
fort either by destroying vital war 
supplies, delaying production in de- 
fense plants or damaging military 
property, and it is pointed out the 
list is not complete. The losses listed 
run from $3,000 to $1,000,000 and 
many are $100,000 or over. How 
many of them were due to sabotage 
will possibly never be known, at 
least until the war is over. Intelli- 
gent and careful investigation of the 
accidental fire, however, might dis- 
close the cause and permit a safe- 
guard against the same set of cir- 
cumstances causing a repetition of 
the misfortune. 

J * 7 
HIS subject of Loss Investiga- 
tions and Adjustments may well 
embrace the important role the agent 
plays before and after a loss. The 
more experienced agent has, through 
his years of activity, learned what 
these special functions are, and it is 
pleasant to observe that those who 
represent mutual companies, have in 
general a fine record for high effi- 
ciency. And this is true in the best 
circles of all recognized types of 

good insurance carriers. 

But it will do no harm to call at- 
tention here to the ideals which 
should be reached for. The beginner, 
or even the old-timer whose interest 
in other things may have somewhat 
clouded his view of his collateral 
duties to his client, may possibly ben- 
efit by seeing the picture from the 
point where it is my business to ob- 
serve, ‘ 

The local agent’s responsibility to 
an assured does not cease when the 
policy contract has been delivered 
and the premium collected. After a 
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loss has been incurred, it is the duty 
of an insurance company to properly 
instruct an assured as to his rights 
as well as duties under the policy. 
The same procedure is true prior 
to a fire. The education of the poli- 
cyholder is one of the most impor- 
tant services a local agent can render. 
Education, properly directed, devel- 
ops business. 

Instructions relating to fire pre- 
vention and general care of property 
is a definite obligation, as well as 
instructions as to proper procedure 
in the event of fire. A further serv- 
ice decidedly of aid to the assured, 
as well as the insurer, is to at least 
occasionally inspect the property and 
consult with the assured. 

An important feature pertaining 
to a physical risk is, in our opinion, 
that of housekeeping. When you find 
a condition of poor housekeeping, 
it is your duty to not only caution 
but instruct an assured to correct 
that condition, and if he fails to clean 
up his premises, we think it is your 
further duty to have your companies 
retire from the risk. Exposed elec- 
trical wiring, with cords hanging on 
nails, oil mops in poorly ventilated 
closets, use of other than metal ash 
and wastepaper containers, are dan- 
ger signals and the assured who is 
not willing to protect his own prop- 
erty by eliminating such conditions 
after they are called to his attention 
certainly does not deserve the pro- 
tection of the companies you repre- 
sent. 

The moral hazard is a serious men- 
ace to fire insurance and it is never 
to be completely overlooked. Under 
its heading appear losses which are 
fraudulently conceived in full or in 
part. Fraud is present in many cases 
where it is not suspected and even 
where there is suspicion, the suspi- 
cion alone is not sufficient grounds 
for contesting a loss and consequently 
there are many paid which the ad- 
juster feels are fraudulent. To com- 
bat in part, at least, this type of 
loss, we suggest you carefully scrut- 
inize all new business, especially 
mercantile business. You can well 
be suspicious of the lines which are 
handed you on a silver platter. Like 
any other business men, you have to 
work for what you get and when 
either a stranger or comparative 
stranger offers you a line of insur- 
ance, we say it is most important 
that you find out with whom you 
are dealing before you accept the 
risk. If a mercantile risk, how long 
has he been in business? Is he mak- 
ing money? Does he own a healthy 
stock? Who carried his insurance 
previously? And why does he want 
to change? If you are offered a por- 


tion of the line, what is the actual 
value of the property and how much 
other insurance does he carry? If 
you were personally insuring the firm 
or individual, these are certainly 
questions you would want answered. 


May we repeat, your responsibil- 
ity does not end with the collection 
of a premium. A man’s name, reputa- 
tion or wealth is not in itself a com- 
plete safeguard against moral hazard, 
but if you honestly and _ sincerely 
satisfy yourself as to the desirabil- 
ity of a risk from the standpoint of 
physical and moral hazard, you will 
have gone a long way in properly 
representing your company and up- 
holding the standards of decent citi- 
zenship., 


When we speak of moral hazard 
we do not refer specifically to the 
arsonist, but mean to include those 
who benefit or profit by a fire. The 
assured’ who is careless in the han- 
dling of his property and, as a result, 
has repeated fires which concern him 
not at all because he carried insur- 
ance, and the avaricious assured who 
views his fire insurance carrier as 
a huge corporation and considers 
himself smart if, by lying and cheat- 
ing, he can outwit the adjuster, con- 
stitute a moral hazard more danger- 
ous than a barrel of gasoline or a 
sleeping night watchman. 


O many of you, probably all, 

advice regarding the necessity of 
correctly writing a policy is an old 
story, but as long as insurance is 
written, it will remain an important 
one. The coverage protecting the in- 
terests it is desired to cover should 
be drawn up in such a manner as to 
prove perfectly clear in case of loss. 
Not since the early days of insur- 
ance has this been more important, 
and especially so when two or more 
policies have been issued intending 
to cover the same risk and interest. 
Competition is constantly broaden- 
ing contracts and it therefore be- 
hooves the agent to use the utmost 
care in seeing that policies are con- 
current. Clauses and riders attached 
to policies should be fully and care- 
fully explained to an assured if the 
agent is desirous — and of course he 
is — of a smooth adjustment. It is 
seldom outside of large manufactur- 
ing or mercantile risks that an ad- 
juster encounters an assured who 
thoroughly understands the coinsur- 
ance, average, or other restricting 
clauses which may appear in the con- 
tract. The assured is obviously more 
interested in the reduction in pre- 
mium which these clauses permit 
than in the operation of the clauses 
themselves, which makes it all the 
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more important that a local agent 
should spend the necessary time to 
prepare his client for the unfavor- 
able results if the various conditions 
have not been complied with. It is 
surprising, for example, the numer- 
ous cases noted where assureds are 
penalized under a full reporting pol- 
icy and in our opinion this is due al- 
most entirely to failure on the part 
of the local agent, or company, to 
properly instruct the policyholder 
regarding his reports. 


Probably one of the most abused 
conditions of the fire insurance con- 
tract pertains to the provision that 
“if fire occur the insured shall give 
immediate notice of any loss thereby 
in writing to this company, protect 
the property from further damage, 
forthwith separate the damaged and 
undamaged personal property, put it 
in the best possible order, et cet- 
era... .” Almost without exception, 
assureds imagine they must not 
touch their property until the ad- 
juster appears on the ground to in- 
struct them just what to do, and 
this erroneous idea is shared by 
many agents. It is seldom that an 
individual has more than one fire loss 
in a lifetime. It is quite understand- 
able, therefore, that when a fire oc- 
curs, the owner is mentally upset 
and more often than not, his acts are 
anything but normal, but we believe 
that fundamentally the average as- 
sured has a sense of decency and 
honesty and will use all means at his 
command te save and protect his 


property from destruction during 
and after a fire — if he is properly 
instructed. 


If the loss be on perishable articles, 
it needs prompt attention. If the 
partially damaged property be a 
stock of clothing or dry goods and 
they are wet, there should be no 
delay in drying them out, and you 
should instruct the assured to comply 
with his policy conditions to put the 
property in the best possible condi- 
tion, which can be done through 
proper arrangement of the merchan- 
dise so that air can get to it. To 
allow wet goods to remain in a pile 
causes mildew. If fish and meats are 
involved and there is to be a delay 
before the adjuster can arrive, they 
should be immediately handled and 
disposed of. Your suggestions and 
advice can do much towards assist- 
ing the policyholder and at the same 
time result in savings to the com- 
pany. It is appalling the number of 
rugs in household goods losses which 
are allowed to lie and rot after be- 
coming thoroughly soaked, when the 
alert agent could have suggested to 
the assured that the particular rug, 
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or rugs, be sent immediately to a 
cleaner and thereby confine to a 
cleaning charge the loss to his com- 
pany. 

If a roof is burned or blown off 
and there is a possibility of rain or 
snow in the offing, the agent should 
advise the assured to get a tempo- 
rary covering. The expense involved 
would be inconsequential compared 
to the probable saving, as rain or 
snow might cause serious damage to 
decorations, floors, plaster, etc. In 
bitter weather, plumbing should be 
thought of. These minor expenses 
constitute a part of the loss and you 
will find the adjuster more than will- 
ing to recognize them. These acts 
made in the form of suggestions to 
the assured are all in line with the 
policy conditions and can in no way 
be construed as waiving any of the 
rights of the company. On the other 
hand, the agent should make it per- 
fectly clear to the assured that no 
evidence of loss should be destroyed. 
Regardless of how worthless a pile 
of debris may appear to be, an agent 
should not, under any circumstances, 
authorize the removal of debris from 
the premises. 


If the store is full of smoke, get 
your policyholder to open the win- 
dows and doors so that air may force 
it out. Put fans into operation, In- 
surance companies are habitually fac- 
ing exorbitant claims for so-called 
smoke damage when in most in- 
stances little, if any, actual damage 
really exists. If the smoke does not 
discolor merchandise, there is seldom 
any actual loss sustained. Such ma- 
terials as woolens and felt will hold 
a smoke odor, but even in those ma- 
terials, sufficient airing will eventu- 
ally eliminate the odor. The heat 
in smoke causes most discoloration, 
which means the exposed merchan- 
dise must necessarily be at least 
somewhere near the source of fire. 
Otherwise, the heat element is elimi- 
nated. An agent can be of material 
assistance to his company and at the 
same time be honest with the policy- 
holder if he lends his office towards 
discouraging an assured from filing 
a smoke damage claim in cases where 
there is no evidence of discoloration. 

a ® * 

E have had a definite purpose 

in devoting so much time to a 
discussion and review of the agent’s 
place in loss adjustments. We are 
on the eve of gasoline rationing. To 
what extent it will affect adjust- 
ment service is as yet unknown. Ad- 
justers in the East have faced gaso- 
line rationing for several months 
but the problem there is not at all 
comparable with the one in the 
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Middle West and West. The East is 
more thickly populated and their 
rail facilities are much more ade- 
quate than those here. We doubt if 
there are more than a few towns 
that cannot be reached in the East 
by rail. Here in the Middle West, 
however, we have vast distances and 
many towns and hamlets that cannot 
be reached by either rail or bus. We 
think there is no doubt but what the 
Government will recognize sectional 
differences and that gasoline ration- 
ing in this part of the country will 
be less severe. Regardless of the 
allotment, however, there will be 
insufficient gasoline to enable adjust- 
ers to give the prompt service to 
which you are accustomed. The work 
of adjusters is not regarded as es- 
sential to the war effort and there- 
fore they will receive no more con- 
sideration than men in other ordi- 
nary lines of business. If the same 
procedure is followed here that is 
now followed in the East and we 
presume such will be the case — 
adjusters will plead their case be- 
fore their local gasoline rationing 
board and the decision of the board 
will determine the type of card they 
receive, 





The American public has already 
demonstrated their willingness to co- 
operate with any effort that will as- 
sist in winning this war. They have 
regulated their lives and their house- 
holds accordingly by accepting re- 
duced delivery service and willingly 
and graciously carrying home their 
own packages. 

Gasoline rationing, however, is not 
the only feature which will affect ad- 
justment service. Many adjusters 
have already gone into the Armed 
Forces and many more will follow. 
When’ business first began to lose 
employees to the war effort, the pub- 
lic was inclined to be impatient when 
they had to stand any length of time 
before they could be waited upon. 
They have overcome this impatience 
and realize the overworked clerk is 
doing the best he or she can. The 
public also realizes that when a man’s 
property is partially destroyed by fire 
it will require considerably more tol- 
erance to await the adjuster than 
has been necessary in the past. Even 
though the case may be considered an 
emergency, the policyholder, the local 
agent and the company must realize 
that the adjuster is doing every- 
thing within his power to overcome 
present-day obstacles and that he will 
be there just as soon as he can. The 
shortage of adjusters is here now and 
because of it we have experienced a 
rumbling of dissatisfaction from a 
few agents who have, for the mom- 
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ent, overlooked the fact that adjust- 
ers, too, are being called into the 
service of their country. 

We referred earlier to the agent’s 
responsibility under normal condi- 
tions. Today that responsibility is 
amplified for largely upon the agent’s 
shoulders will fall the important task 
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of appeasing the assured until the 
adjuster can arrive. And, more than 
ever, he will be called upon to carry 
out those preliminary steps after a 
fire that not only tend to reduce the 
loss but, especially important today, 
result in the conservation of prop- 
erty. 








Insurance Goes to the Country 


By JOHN D. FOX 


MANAGER, INSURANCE SECTION, 
FEDERAL LAND BANK OF ST. PAUL 


HE Federal Land Bank of 

Saint Paul has just completed 

important changes in the meth- 
ods of servicing insurance carried in 
connection with land bank and com- 
missioner loans handled by national 
farm loan association offices in the 
states of Michigan, Wisconsin, Min- 
nesota, and North Dakota. The 
changes are in line with the decen- 
tralization program of this bank to 
make the national farm loan asso- 
ciation office a headquarters for a 
complete real estate loan service to 
farmers. The 700 insurance com- 
panies from which this bank accepts 
policies of insurance have been noti- 
fied that 


1. All policies will be kept in the 
association offices and not in this bank 
as heretofore. The fact that the poli- 
cies will be filed locally will greatly 
assist the borrowers when losses occur 
in determining what insurance is in 
force or in case they desire to revise 
their insurance coverage. 

2. The binder arrangement which this 
bank formerly maintained with an in- 
surance company has been discontinued, 
and henceforth no insurance will be 
placed by this bank. 

3. Secretary-treasurers of national 
farm loan associations have been au- 
thorized to assist worthy borrowers in 
maintaining insurance by advancing 
funds to borrowers when it is neces- 
sary and when certain conditions pre- 
vail. This authorization does not con- 
template that secretary-treasurers will 
advance funds in all cases but is to be 
used only where worthy borrowers may 
be temporarily financially unable to pay 
the premium and in the opinion of the 
secretary-treasurer have an opportunity 
of working out of their loan difficulties 
through proper loan servicing measures. 

4. No insurance will be arranged for 
by the association or by this bank on 
loans which are about to be foreclosed 
or are in the process of foreclosure. 
Neither will insurance be carried on 
farms to which title has been acquired 
by The Federal Land Bank. 


When losses amount to $25 or 
less, The Federal Land Bank of 
Saint Paul has authorized the in- 
surance companies to make the loss 
checks payable to the assureds, only ; 
however, as in the past, loss checks 
above $25 are to be made payable 





jointly to The Federal Land Bank 
and to the assureds. 

In order to effect legal cancella- 
tion of policies, suspension and can- 
cellation notices must continue to be 
addressed and mailed to The Fed- 
eral Land Bank of Saint Paul, at 
Saint Paul, Minnesota. 


Most of the insurance companies 
in the district served by this bank 
have generally expressed willingness 
to cooperate with the decentraliza- 
tion program by furnishing policies 
directly to the association offices. 

These changes are significant in 
that they offer opportunity for 
greater local responsibility and au- 
thority and increase the opportunity 
for the exercise of functions that are 
identified with farmer cooperative 
organizations. Stock in The Fed- 
eral Land Bank is owned, in part, 
by the national farm loan associa- 
tions whose stock, in turn, is owned 
entirely by their farmer members. 
Since the association directors and 
the secretary-treasurers are assum- 
ing this greater amount of responsi- 
bility, it follows in this — as in any 
cooperative — that individual mem- 
bers and borrowers must help. It 
means, for instance, in connection 
with insurance matters, that indi- 
vidual members and borrowers are 
expected to keep their insurance in 
good standing and be sure that the 
amount of the insurance on the va- 
rious buildings is adequate to pro- 
vide the desired protection. Since 
costs of building material have in- 
creased (if it is obtainable at all) 
it is doubly important that they 
have adequate coverage on all in- 
surable buildings. 

These changes are expected to do 
much to promote the desire of the 
bank and the associations to encour- 
age borrowers to supply insurance in 
companies of their own choice. All 
officers and employes of the bank and 
the associations are refraining from 
influencing the borrowers in making 
a selection of an insurance company, 


unless it happens that the insurance 
applied for is with a company with 
which the bank has had unfavorable 
experience because of financial in- 
volvements or unsatisfactory deal- 
ings; likewise, association employes 
are not permitted to make unethical 
use of information gained from poli- 
cies to the detriment of local agents 
or insurance companies. 


The advantages and benefits of 
these changes will not only accrue 
to the borrowers’ interest, but also 
to the insurance companies’ in that 
it will facilitate the servicing of in- 
surance through local agents and 
companies and will provide local 
agents and companies an opportunity 
to write a substantial amount of the 
business that has heretofore been 
placed through the headquarters of- 
fice of this bank. 


We are sure that individual insur- 
ance companies will continue their 
efforts in the collection of outstand- 
ing and delinquent premiums and 
will not relax their collection pro- 
gram or solicit agency connections 
from full-time employes and secre- 
tary-treasurers, as such improper 
practices would jeopardize the ac- 
ceptance of policies from that com- 
pany. The many advantages and 
benefits to not only insurance com- 
panies but also to the borrowers are 
apparent in the short time that the 
plan has been in operation, and we 
anticipate that with the continued 
cooperation of the insurance com- 
panies with which we do business 
this plan will be successful, thereby 
enabling farmers to provide insurance 
in companies of their own choice. 








Stock Agents Announce 
Staff Promotions 


\ NUMBER OF CHANGES IN THE 
FUNCTIONS OF MEMBERS OF THE 
headquarters’ staff of the National 
Association of Insurance Agents 
have been announced by that organi- 
zation’s executive committee. 

Walter H. Bennett, general coun- 
sel, secretary and treasurer of the 
Association since 1920 will continue 
as legal counsel of the organization. 
Judge B. Miller, who has served as 
assistant secretary for the past eleven 
years, will take over the post of 
secretary of the Association. George 
W. Scott, director of the educational 
division, has been made treasurer of 
the Association. William T. Reed, 
Jr., continues in charge of the Wash- 
ington office. The naming of a per- 
manent editor for the organization’s 
weekly publication has yet to be de- 
cided. 

















Wartime Insurance 


Problems 


(Continued from page 16) 


equipment will be overloaded and 
overworked. Familiarity breeds con- 
tempt which shows itself in care- 
lessness. 

The insurance inspector, expert or 
amateur, engineer or agent, will see 
things that the owner or workers 
overlook daily because their attention 
is centered on other things. And 
many materials of repair are unob- 
tainable for the duration. The re- 
strictions are increased and tightened 
week by week. The insurance frater- 
nity through inspectors, adjusters, 
and agents can render a real service 
by being familiar with those restric- 
tions as set forth and frequently 
amended under L41 release. They 
are sufficient argument to support 
request for hazard reduction in any 
property. 

If loss of premium is a problem 
to any company or agent, then Fire 
Prevention is a necessity to hold 
what we have on our books. As many 
of you know, the National Retailers 
Mutual produced an _ outstanding 
sound movie film on Fire Prevention 
in the Home, entitled ““A Word to 
the Wise.” That film has been spon- 
sored by many of our agents who are 
active in civic affairs. It has been 
seen by approximately 600,000 
people. During lire Prevention 
Week, one of the theatres in a nearby 
city borrowed it for one day’s pro- 
gram. Not a single agent in that 
city responded to a request for fire 
prevention material to distribute to 
the audience. Oftentimes we make 
our own problems by inactivity. 


6 s e 
DUCATION, both of the public 


and of ourselves, is a problem 
we can tackle with assurance that 
it will pay dividends. As the mar- 
ket for one coverage shrinks, new 
markets must be opened. New cov- 
erages to new customers. Non-occu- 
pational accident insurance opens a 
market of new customers that should 
gladden the heart of any agent. Yacht 
insurance is growing in policies sold 
because a laid-up boat may have a 
fire hazard at the storage location 
equal to or greater than in the water. 
Aircraft Hull insurance is worthy of 
study and sale today to student pilot 
training schools as a forerunner to 
the huge volume of sales that will 
follow Victory just as automobile in- 
surance became a bonanza after the 
other war. 
Inland Marine insurance in its 
many forms is a fine educational in- 
troduction to the all risk coverages 
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that the future will develop. Com- 
prehensive liability policies are its 
counterpart in the casualty field. The 
day may come when charter pow- 
ers under state liberalization will 
permit the writing of one contract in 
one carrier which will reimburse for 
every insurable kind of damage to 
the property and every liability re- 
sulting from its use. Perhaps in that 
day, there will be those who will 
call it a problem. Others will already 
know the answer because they are 
already taking thought to solve it 
now. 

The solutions of today’s problems 
are easiest for those who saw them 
coming. They are those who read 
their insurance magazines, interro- 
gated the field men of the companies, 
attended conventions, trained their 
assistants. Now that the field man 
can make fewer calls, they know 
their manuals, forms, rating sched- 
ules, fire hazards, standard require- 
ments, or subscribe to the National 
Fire Protection publications through 
annual membership in that non-parti- 
san organization. As men leave for 
the military services, women are be- 
ing trained to take their places. Mar- 
ried women able to do part time 
work afternoons, or high school stu- 
dents available after school hours are 
proving that the manpower problem 
will not be insurmountable in the 
insurance business. 

Life insurance long ago discovered 
some good saleswomen and ae 
companies are training women ad- 
justers. There is many a successful 
agency owned by women who are a 
credit to the business. 

Relinquishment of typewriters and 
other office equipment will require 
shorter and fewer letters. Perhaps 
that will mean better letters. Re- 
quests for authorizations will be 
more effective if they are explicit 
and complete as to amount needed, 
other companies interested, rate, 
construction, occupancy, and other 
companies being interrogated. Ad- 
vance requests will permit a company 
to improve ts capacity by interrogat- 
ing its facultative reinsurers, Treat- 
ment of one subject in a letter brings 
more prompt response because a two 
subject letter has to go in sequence 
to different departments. Those of 
us long in the business must improve 
our habits in this respect out of de- 
ference to the newcomers in the 
other office who are not yet trained 
to guess at our meaning. 

Losses may well be a matter of 
concern to all. Cooperation between 
agent, adjuster and company is the 
order of the day. The isolated risk 
will be increasingly difficult for the 
adjuster to reach unless preferential 
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treatment as to gas rationing is per- 
mitted to him. The agent can do 
much to eliminate needless trips if 
his loss report contains full informa- 
tion as to estimate of damage, cause 
and nature of damage, whether fire, 
water or smoke, portion of premises 
damaged and property involved. He 
can have the insured well started on 
an inventory of the property segre- 
gated as to that completely de- 
stroyed, partially destroyed, its value 
and proportion of damage. He can 
counsel as to care of the premises 
to prevent further damage, by air- 
ing and drying the premises and 
treating the affair as something to 
be intelligently handled rather than 
left like a corpse for the coroner, 
providing there is no destruction of 
evidence needed to prove cause and 
extent of damage. 

These days of war-time restric- 
tions are golden days for enhancing 
the value of insurance service in the 
eyes of policyholders as a business 
that is expert in fire and accident 
prevention, and in case of failure to 
so prevent, is highly solvent and 
prompt to pay the penalty by reim- 
bursement for the damage or injury. 

Resourcefulness of agents and 
companies will discover the short 
cuts needed in this war-time econ- 
omy. Let each of us make our best 
contribution and not leave it to our 
competitors in the business, or to 
government. Only resourcefulness 
will keep our banner high and in 
the forefront of the parade of Amer- 
ican business conducted in the Amer- 
ican Way. 


Second Book In Surety 
Educator Series Published 


THE SECOND VOLUME IN THE SURE- 
TY EDUCATOR SERIES HAS JUST BEEN 
published by the Underwriting Print- 
ing and Publishing Company, 80 
Maiden Lane, New York City, New 
York. 

The articles appearing in this book, 
which have been published serially 
in the Weekly Underwriter during 
the past two years, contain timely 
comment on the trend of affairs with 
respect to the guaranteeing of in- 
tegrity and performing of obligations 
undertaken under disturbed condi- 
tions of business due to war condi- 
tions. 








The new book is a valuable text 
for all who are studying the busi- 
ness of fidelity insurance and insur- 
ance bonding. There are twelve chap- 
ters, each with an appropriate quiz at 
the end. 

The book is priced at $2.00. 
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Bridging the Gap for 
War Damage Insurance 























UPERINTENDENT of Insurance Louis H. Pink of New York as the co- 

ordinator of a special committee of the National Association of Insur- 
ance Commissioners named to study the question of bridging the gap be- 
tween policies of the War Damage Corporation and regular fire insurance 
policies has submitted the following report to the chairman of the executive 
committee, Superintendent Lloyd of Ohio. 




















HE National Association and 

! the supervisors of insurance of 

the States are anxious that if 
there is any gap between the cover- 
age afforded by the War Damage 
Corporation and that of the private 
companies, it be made known to the 
public and, if possible, remedied. The 
exact construction of any broad and 
important contract of this type is not 
always possible until actual cases 
have arisen and have been deter- 
mined by the courts. However, we 
felt that a great deal could be done 
by conference and interpretation to 
clarify the situation. 

The advisory committee which was 
appointed, after discussing the prob- 
lem, in its report requested that we 
secure from the War Damage Cor- 
poration answers to seven specific 
questions. The War Damage Corpo- 
ration did not feel that it could cate- 
gorically answer all of the questions 
but it did answer some of them and 
did clarify the general scope and pur- 
pose of the language of the policy. I 
think that we are now in a position 
to answer these questions with some 
certainty either as the result of di- 
rect information given by the War 
Damage Corporation or as the logi- 
cal result of the reply. 

1. Does “enemy attack” include 
loss caused by other than armed 
forces, as for instance, damages 
caused by acts of an enemy agent 
or agents acting secretly and not in 
uniform ? 

No. 

The peril of action taken by mili- 
tary, naval or air forces in the United 
States in resisting enemy attack ob- 
viously includes all damage done by 
our armed forces in resisting an ac- 
tual enemy attack. 

2. Does it include loss incurred 
while preparing for an immediate 
impending attack before the attack 
is actually begun? 

Yes. 

3. Does it include loss incurred 
while preparing to defend against 


a supposed impending attack which 
does not take place? 

Yes; if it is immediately impend- 
ing. 

4. Does it include loss caused by 
armed forces on patrol in the air, 
at sea or on land? 

Yes; if caused by armed forces on 
actual patrol. 

5. Does it include loss occurring 
during and resulting from transporta- 
tion of high explosives by or on be- 
half of the air, naval or military 
forces of the United States? 

Yes; if it results directly from 
the transportation of high explosives 
for the immediate purpose of resist- 
ing actual or impending attack. 

6. Does it include loss caused by 
acts to prevent the spread of fire re- 
sulting from enemy attack or to pre- 
vent property falling in the hands 
of the enemy when ordered by either 
military or civil authorities? 

Yes. 

7. Does it include loss resulting 
from actions of armed forces of the 
Allied Nations while engaged in re- 
sisting enemy attack? 

No. , 

The answer of the War Damage 
Corporation, together with the gen- 
eral language used, would seem to 
clarify the situation to a considerable 
degree and is all that could be ex- 
pected, with the possible exception 
of loss resulting from the actions of 
the armed forces of Allied Nations. 
It would seem only logical and right 
that if Canadian or other Allied 
planes assist in the defense of the 
country that war damage insurance 
should cover the loss. It is probable 
that even though the War Damage 
Corporation cannot admit such lia- 
bility in advance, the courts would 
hold it responsible if Allied planes 
were acting under orders of United 
States authorities or jointly with 
United States forces in repelling at- 
tack. On the other hand, if damage 
were caused by stray planes not ac- 
tually engaged in resisting attack, 


the War Damage Corporation would 
not be liable but the companies 
would be. 

While the questions and answers 
have been of material help in clari- 
fying the situation, it would seem 
that the problem must be approached 
on a broader basis than the deter- 
mination of specific questions. At the 
present time there is undoubtedly 
some duplication of coverage be- 
tween the War Damage Corporation 
and the fire policy of the companies. 
The War Damage Corporation is 
only liable when there is no other 
or insufficient coverage and it would 
seem to be in the interests of the 
companies themselves to have a spe- 
cific exclusion in the policy against 
“enemy attack and action of the 
armed naval, military and/or air 
forces of the United States in resist- 
ing enemy attack.” 

The “hazards not covered” clause 
should be amended by deleting the 
words “invasion” and “military or 
usurped power” and inserting in 
lieu thereof the phraseology of the 
coverage of the War Damage Cor- 
poration. This would make the War 
Damage Corporation liable for all 
acts properly covered by its contract 
and would relieve the companies 
from possible overlapping. It would 
also make the companies responsible 
in those cases which are excluded by 
the War Damage Corporation and 
might increase the liability of the pri- 
vate companies to some extent. Such 
an exclusion clause would be greatly 
in the interest of the public because 
it would eliminate the danger of fall- 
ing between the two coverages. It 
may be that the companies would be 
entitled to an increase in rates if the 
hazard is substantially increased. As 
this point is doubtful it would seem 
to be a matter for further study by 
the rating organizations of the com- 
panies and of the supervising author- 
ities. 

This exclusion can be adopted by 
the companies in the extended cov- 
erage endorsement through the filing 
of amended forms. Appropriate ac- 
tion should be taken by the States 
to amend the fire policy so that a 
similar exclusion will be incorpo- 
rated in the policy. In amending 
both the extended coverage endorse- 
ment and the fire policy, considera- 
tion should also be given to the 
phraseology which now includes 
such undefined and uncertain words 
as “commotion” and “military or 
usurped power” and “by order of 
any civil authority.” It is probable 
that a more explicit phraseology and 
one having due regard for present 
times rather than the past should be 
adopted. 














] 





If -this suggestion for amending 
the extended coverage endorsement 
and the fire policy is adopted, it 
would seem to take care of most of 
the specific questions. If this is ac- 
complished, the public could then be 
advised that there is no gap as far 
as fire and extended coverage are 
concerned. It should also be made 
clear to the public that the fire pol- 
icy covers only fire losses, and that 
in order to secure protection against 
aircraft, vehicles, explosion, riot, 
civil commotion, vandalism and mali- 
cious mischief, it is necessary to have 
an extended coverage endorsement. 
The cost is comparatively small and 
in these times this additional pro- 
tection is advisable. All large indus- 
tries carry it but many owners of 
small properties are not aware of 
the necessity. 

The committee of the National 
Board of Fire Underwriters is now 
giving study to this problem and a 
report outlining the suggestions of 
the fire industry is expected shortly. 
It should be received in time so that 
it can be studied properly before the 
meeting in December. Definite ac- 
tion should be taken by the associa- 
tion at the December meeting. When 
the report is received I suggest that 
it be referred to the special commit- 
tee, consisting of Commissioners 
Harrington, Sullivan and the under- 
signed (Pink), so that they may 
study it and make definite recom- 
mendations to the association at the 
December meeting. 








Farm Fire Prevention Leaders 
to Meet 


THE WARTIME URGENCY OF PRO- 
TECTING AMERICA’S “BREAD BASKET” 
— farms and rural communities — 
against destruction. by fire will key- 
note the annual meetings of the Agri- 
cultural Committee of the National 
Fire Waste Council and the Farm 
Fire Protection Committee of the 
National Fire Protection Association, 
at a joint session at the Palmer 
House, Chicago, Monday, Nov. 30. 

Farm and rural fires destroy from 
$90,000,000 to $100,000,000 worth 
of property annually, but in the crit- 
ical war emergency these enormous 
dollar property values do not begin 
to measure adequately the loss. The 
nation must produce food for the sup- 
ply of our armed forces, our allies, 
and for our home front citizens and 
war workers. Farm buildings and 
farm equipment destroyed by fire 
now cannot be adequately replaced, 
probably for the duration. The thou- 
sands of people in rural communities 
who annually lose their lives or are 
disabled by fire are vitally needed 
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now in farm work and in food pro- 
duction. 

Executives of farm organizations, 
farm publications, agricultural engi- 
neering, federal agricultural agen- 
cies, national fire prevention organi- 
zations, farm equipment manufac- 
turing, insurance, state fire marshals 
and many others interested in main- 
taining and speeding America’s war- 
time food production will gather at 
the Chicago meeting. The Nation’s 
leaders in rural fire prevention and 
fire safety will address the meeting, 
and plans will be inaugurated for 
reducing and controlling rural fire 
losses throughout the country. 

The following speakers are among 
those who will give addresses and 
reports: 

IK. H. Bakken, Boy Scouts of 
America; A. E. Boniface, chairman, 
First Aid Appliances Committee ; 
Reuben Brigham, [Extension Service, 
U. S. Dept. of Agriculture; Harry 
P. Cooper, National Assn. Mutual 
Insurance Companies; T. Alfred 
Fleming, National Board of Fire 
Underwriters; Henry Giese, Agri- 
cultural Engineers, lowa University ; 
David P. Godwin, U. S. Forest 
Service; Col, Clarence Goldsmith, 
National Board of Fire Underwrit- 
ers; W. Fred Heisler, Firemen’s 
Training Program, University of Ok- 
lahoma; Stanley Kershaw, National 
Safety Council; T. A. H. Miller, 
chairman, Construction and Loca- 
tion of Farm Buildings Committee ; 
H. E. Roethe, chairman, Committee 
Handling & Storage Gasoline & 
Kerosene; Victor H. Tousley, chair- 
man, Lightning Protection; Richard 
Thrush, American Red Cross; Anton 
J. Romasek, Rural Fire Protection 
Coordinator of Illinois; Dr. V. N. 
Valgren, Farm Credit Administra- 
tion; Richard E. Vernor, Western 
Actuarial Bureau; C. R. Wellborn, 
Underwriters’ Laboratories; and B. 
R. Wallinder, Stock Fire Ins. Cos. 

e * e 
Maine Bans Fire Renewal 


Certificates 


AN OPINION BY THE ATTORNEY 
GENERAL OF MAINE HOLDING THAT 
the issuance of renewal certificates 
in connection with fire insurance 
policies is not in conformity with 
the statutes of the state has prompted 
Insurance Commissioner Alfred W. 
Perkins to notify all fire carriers that 
the practice will not be permitted in 
Maine. 

The Attorney General ruled that 
in his opinion the renewal certificate 
does not conform to the requirements 
in the statute providing for inclusion 
of the standard form. 
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Highways in the Sky 


(Continued from page 20) 


sengers as private automobiles and 
further by the fact that private air- 
planes are not as likely to be in- 
volved in pedestrian accidents as 
are automobiles. Underwriting proce- 
dure in connection with aircraft in- 
surance will follow the same general 
principles as the underwriting proce- 
dure for the handling of automo- 
biles. At present it is customary 
for the aircraft owner to list on his 
insurance policy the pilots who are 
permitted to operate the plane. This 
is a favorable situation and the insur- 
ance companies will benefit if this 
practice continues in the future. Un- 
der these circumstances the insur- 
ance company has the opportunity 
to underwrite not only the owner of 
the plane but also all of the pilots 
who are approved to handle it. 

Commercial airplanes, other than 
those operated by scheduled airlines, 
may be compared to trucks and buses 
in ground transportation. The cov- 
erages available to the owners of 
commercial airplanes are much the 
same as those available to owners of 
private aircraft. In addition the com- 
mercial operators have the problem 
of workmen’s compensation insur- 
ance. Premiums for land damage 
policies and crash coverage will be 
higher than for comparable private 
planes and are likely to be based 
partly on the number of hours that 
the planes are in the air. Here again 
underwriting principles will follow 
very closely those that have been 
established by the insurance com- 
panies for handling comparable types 
of ground transportation. 

The problem of insurance upon 
the scheduled airlines may be com- 
pared to that of insurance for the 
railroads, particularly in comparison 
with the fast streamlined trains that 
have been developed within recent 
years. Many of the railroads do not 
carry insurance to cover wrecks and 
it is understood that some of the 
larger airlines do not carry insurance 
against loss by crash. This is un- 
derstandable when the spread of lia- 
bility and the record of some of 
these larger airlines is considered. 
A large airline may have from 75 to 
100 planes. On the basis of present 
crash rates such a line could afford 
to lose several ships in a year from 
crash in proportion to the premium 
on its entire line for crash coverage. 
In contrast to this is the record of 
the larger lines who have an average 
loss of less than one ship per year. 
Just as the railroads built up a re- 
serve to take care of the wrecks that 
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may occur on their lines, so some of 
the larger airlines are understood 
to set up reserves to take care of 
the crashes that may occur, rather 
than carrying crash insurance. The 
smaller airlines with a comparatively 
small number of ships, of course, do 
not have the spread to justify this 
action. It is prudent, therefore, for 
them to carry crash coverage. 

As the values of single planes in- 
crease, it is likely that even the 
larger airlines will find it prudent 
to insure the larger units against 
loss by crash. The presently popu- 
lar twenty-one passenger planes for 
scheduled airline use are worth about 
$125,000 each. The trans-oceanic fly- 
ing boats carrying 25 or 30 passen- 
gers depending on the length of the 
hop, are worth about twice this 
amount or $250,000 each. The 33- 
passenger “Stratoliners,” which were 
in use for a time prior to the war, 
cost about $350,000 each. There are 
practical plans now for trans-oceanic 
planes which will cost in the vicin- 
ity of $750,000 each. It is conceiv- 
able that within a few years some 
large planes may approach a million 
dollars in their cost. It is not entirely 
certain that airplane development 
will go toward these extremely large 
units. There are certain advantages 
in the operation of the smaller units 
and it may be that there will be 
only a few of the extremely large 
planes which will be used for the 
longer trans-oceanic hops. It is clear, 
however, that the insurance com- 
panies must make provisions for 
single losses in the vicinity of half a 
million dollars or more. Up to the 
present, the method of handling such 
high limits of liability in the fire 
insurance and automobile insurance 
field has been by means of company 
groups. This same method is devel- 
oping for the handling of large air- 
craft units and is in use in connec- 
tion with the insurance of scheduled 
airlines at the present time. 

Probably the most serious prob- 
lem from the standpoint of the fire 
insurance companies will be the ex- 
tremely high limits which will be 
necessary at large airports and serv- 
ice centers. If several of the larger 
transports happened to be housed at 
the same location and were involved 
in a single disaster, it is conceivable 
that the loss would run into the mil- 
lions of dollars. However, 
insurance companies are handling 
similarly large lines in connection 
with their regular fire insurance op- 
erations and there is no reason to 
believe that similar developments 
— be handled in the aircraft 
field. 


the fire 
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In the liability field, it has be- 
come customary for many airlines 
to carry insurance of $50,000 or 
$100,000 per seat in a plane. A lia- 
bility of $50,000 per seat in a 21- 
passenger plane would give a top lia- 
bility of something over one million 
dollars. However, this is probably 
a conservatively high figure because 
the liability payments for injuries 
or death in connection with crashes 
have not reached anywhere near the 
$50,000 figure. The insurance com- 
panies in the aircraft field so far have 
been able to handle the limit of lia- 
bility required by the scheduled air- 
lines without undue difficulty. The 
top limit necessary will increase as 
the capacities of the planes in- 
crease but the premiums will increase 
proportionately and the companies 
should be able to handle the liability 
by means of company groups in a 
manner similar to their handling of 
like cases in the past. 

The most favorable fact in the en- 
tire picture is that aviation is regu- 





lated the most rigidly of any trans- 
portation system. Not only is it 
regulated rigidly but in a very com- 
monsense manner and with great 
emphasis upon safety. The remark- 
able safety record of the aircraft 
industry is in no small part due to 
the work of the Civil Aeronautics 
Administration and the Civil Aero- 
nautics Board. These agencies work- 
ing in harmony with each other and 
with the aircraft industry have form- 
ulated rules which are followed with 
unusual care by almost all pilots. The 
rules are constantly being revised 
and it is expected that they will con- 
tinue to be understandable and ef- 
fective. The pilots realize the value 
of these rules and they are much 
more likely to report violations than 
is true of operators in other forms 
of transportation. Infractions of the 
rules are the exception in aviation. 
To the forward-looking insurance 
company, the aircraft industry means 
a new opportunity for service and a 
large new field. 











fights on two fronts! 


OU WOULDN’T THINK 

Jim Norris was a fighter. 
He’s not in uniform. But he’s 
buying plenty of War Bonds 
... and Christmas Seals. 


Since 1907, Jim Norris and 
many millions of other Ameri- 
cans have helped us cut the 
TBdeathrate 75 %! But they’re 
not stopping now. They know 
TB still kills more people be- 
tween 15 and 45 than any other 
disease . . . and that it strikes 
out hard in wartime. 

So get behind us in our vic- 
tory effort, won’t you? Send in 
your contribution today. 





Buy 
WAR BONDS 


and 


CHRISTMAS SEALS 











The up-to-the-minute man 


BUY 
CHRISTMAS 


The National, State and Local 
Tuberculosis Associations in SEALS 
the United States. 
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LUMBER MUTUALS 
* 


a CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
1€ OF VAN WERT 























1s INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
9 OF INDIANAPOLIS 


IS LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
GwtCE 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Lumbermens Mutual Insurance 








Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — The 


Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 














An Aristocrat 








A Courageous Defender of his 


Master’s Property ... 


And that’s the same spirit the hundreds of 
workers in Hardware Mutuals’ offices have to- 
wards policyholders As a special service to 
policyholders, the Hardware Mutuals affiliated 
with the War Damage Corporation in order 
that they might extend this type of help to 


assureds. 


BOXER — The ancestry of the Boxer reaches back to 
some of the ancient varieties, even to the old fighting 
of the bulldog type, with some- 
of the Dane, a sleek, clean cut, 


dogs of Tibet. It is 
thing of the majesty 
aristocratic gentleman. 


The characteristics of the Boxer are varied. Friendly in 
disposition, he is a courageous defender of the property 
and person of his master. Not quarrelsome, he can take 


Not long ago the Hardware Mutuals introduced 
the Modified Personal Property Floater policy 
to cover the needs of many who realize the im- 
portance of this type of policy. 

The Hardware Mutuals have created a com- 
plete programming plan for property owners. 


For information see or write 


eare of himself in any emergency. Intelligent and tract- 
able, he has been used successfully in police work. He 
has size and strength without being rated as a large dog. 
The cleanliness of his coat and demeanor make him an 
admirable family dog. 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 
Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office. Stevens Point, Wisconsin 


Predominate colors are fawn of varying shades and brindle. 
The Boxer derives his name from his peculiar habit in 
play or fight of standing on his rear feet and striking at 
his opponent with his forefeet much after the fashion 
of two men boxing. 











